APPENDIX A 



Certain Information Regarding 
Iowa Health System, the Other 
Members of the Obligated Group and 
Certain Related Entities 



The information included herein as Appendix A to this 
Official Statement has been obtained from Iowa Health System 
and its affiliates. 



INTRODUCTION 1 

Background 1 

Mission and Philosophy of the System 3 

ORGANIZATIONAL STRUCTURE AND GOVERNANCE 4 

Board of Directors of IHS 4 

Board Committees 6 

Certain Relationships 7 

Governance 7 

Management of the System 8 

FACILITIES AND SERVICES 10 

System-wide Historical Utilization and Operational Statistics 11 

Hospitals 11 

PHYSICIAN ORGANIZATIONS 20 

EMPLOYEES 22 

LIABILITY CONSIDERATIONS 22 

Insurance 22 

Corporate Compliance 23 

PAYOR CONTRACTING 23 

LEGAL MATTERS 23 

Absence of Material Litigation 23 

Medicare Condition of Participation 24 

IRS Executive Compensation Inquiry 24 

IRS Coordinated Exam Program Audit 24 

Illinois Property Tax Exemption 24 

SELECTED HISTORICAL FINANCIAL INFORMATION 24 

Summary Balance Sheets 24 

Summary of Revenues and Expenses 25 

Historical and Pro Forma Capitalization 27 

Balance Sheet Liquidity 27 

MANAGEMENT'S DISCUSSION AND ANALYSIS 28 

Financial Highlights 28 

System- wide Strategies 28 

Capital Requirements and Liquidity 28 

Interest Rate Agreements 29 

Pension Plan 29 

INVESTMENT POLICY 30 



INTRODUCTION 



Background 

Iowa Health System ("IHS"), an Iowa nonprofit corporation, controls, directly or indirectly, a regional 
healthcare delivery system that includes nine hospitals in eight Iowa cities, two hospitals in two Illinois cities and 
approximately 388 employed physicians practicing in more than 70 Iowa, Illinois and Nebraska communities 
(collectively, the "System"). The System is currently the largest integrated healthcare delivery system in the 
Iowa/western Illinois region. As described elsewhere in this Official Statement, certain of the healthcare 
corporations controlled by IHS comprise an Obligated Group under the Master Indenture. OBLIGATIONS 
ISSUED UNDER THE MASTER INDENTURE WILL BE OBLIGATIONS ONLY OF THE MEMBERS OF THE 
OBLIGATED GROUP AND NOT OF ANY OTHER CORPORATE ENTITY NOT SPECIFICALLY 
IDENTIFIED AS AN OBLIGATED GROUP MEMBER. 

IHS provides various services to its affiliates, as hereinafter described, but does not provide healthcare 
services directly to patients. The primary operations of the System are conducted through an array of nonprofit and 
for-profit subsidiaries controlled, directly or indirectly, by IHS. Subsidiaries that control hospitals and other 
operating corporations are referred to as "Senior Affiliates." Each Senior Affiliate controls one or more 
corporations which operate healthcare facilities or perform other related activities. The Senior Affiliates, each of 
which is a Member of the Obligated Group, include Central Iowa Health System d/b/a Iowa Health - Des Moines 
("IH-DM"), Trinity Regional Health System ('TRHS"), St. Luke's Healthcare ("SLH"), Allen Health Systems, Inc. 
("AHS"), Trinity Health Systems, Inc. ("THS"), St. Luke's Health System, Inc. ("SLHS") and Finley Tri-States 
Health Group, Inc. ("Finley Tri-States"). 

Corporations that own and operate hospitals are referred to as "Hospitals." The Hospitals, each of which is 
a Member of the Obligated Group, include Central Iowa Hospital Corporation ("CIHC"), which operates Iowa 
Methodist Medical Center, including Blank Children's Hospital, and Iowa Lutheran Hospital in Des Moines; Trinity 
Medical Center ('TMC-QC"), which operates Trinity Medical Center - West in Rock Island, Illinois, Trinity 
Medical Center - 7 th Street Campus in Moline, Illinois, and Trinity Medical Center - Terrace Park Campus in 
Bettendorf, Iowa; St. Luke's Methodist Hospital in Cedar Rapids ("St. Luke's-CR"); Allen Memorial Hospital 
Corporation in Waterloo ("Allen"); Trinity Regional Medical Center in Fort Dodge ("Trinity-FD"); Northwest Iowa 
Hospital Corporation, which operates St. Luke's Regional Medical Center of Sioux City ("St. Luke's-SC"); and The 
Finley Hospital in Dubuque ("Finley"). 

IHS is also the sole corporate member of Iowa Physicians Clinic Medical Foundation d/b/a Iowa Health 
Physicians ("IHP"), a group practice which employs approximately 200 full time equivalent physicians in several 
markets in which the System operates Hospitals. IHP is a Member of the Obligated Group. 

IHS is the sole corporate member of InTrust d/b/a Iowa Health Home Care ("IHHC") which provides 
hospice and palliative care, home medical equipment, nursing services, pharmacy and skilled home infusion 
services, and emergency response services from retail locations in the market areas of IH-DM and St. Luke's-SC. 
IHHC is a Member of the Obligated Group. 

The System has developed as a result of a series of mergers or affiliations among a number of corporations 
which now include the Senior Affiliates and the Hospitals. The System was begun in 1993 with the merger of two 
hospitals in Des Moines, Iowa. 

IHS, each Senior Affiliate, IHP, IHHC and each Hospital, except TRHS and TMC-QC, is an Iowa 
nonprofit corporation exempt from federal income taxation under Section 501(a) of the Internal Revenue Code of 
1986, as amended (the "Code"), is an organization described in Section 501(c)(3) of the Code, and is not a private 
foundation under Section 509(a) of the Code (a "Tax Exempt Organization"). TRHS and TMC-QC are Illinois not- 
for-profit corporations and Tax-Exempt Organizations. 



A-1 



Central Iowa Health Properties Corporation ("CIHP") is a Member of the Obligated Group and is an Iowa 
nonprofit corporation exempt from federal income tax under Code Section 501(c)(2). CIHP holds title to real estate 
and leasehold interests for IH-DM. 



St. Luke's Health Resources ("SLHR") is a Member of the Obligated Group and is an Iowa nonprofit 
corporation and a Tax Exempt Organization. SLHR provides ambulatory and occupational medicine services to the 
St. Luke's-SC market. 



The following chart indicates the various corporations which comprise the Senior Affiliates, Hospitals and 
members of the Obligated Group. 
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The following chart sets forth the total operating revenue and income from operations for the System by 
market during the fiscal year ended December 31, 2007, together with the beds in service as of March 31, 2008. The 
following includes financial information with respect to certain members of the System who are not Members of the 
Obligated Group. 







Total 


Operating 


% of Total 


Income from 




Staffed 


Revenue 


Operating 


Operations 


Market 


Beds (1) 


(000'; 


s omitted) 


Revenue 


(000' 


s omitted) 




663 


$ 


625,346 


33.3% 


$ 


20,710 


Quad Cities 


403 


$ 


326,732 


17.4% 


$ 


7,769 


Cedar Rapids 


391 


$ 


307,730 


16.4% 


$ 


7,692 


Waterloo 


225 


$ 


206,071 


11.0% 


$ 


9,335 


Fort Dodge 


133 


$ 


148,333 


7.9% 


$ 


3,167 


Sioux City 


146 


$ 


138,372 


7.4% 


$ 


5,760 


Dubuque 


131 


$ 


81,828 


4.4% 


$ 


3,564 


IHS and Other (2) 


n/a 


$ 


40,527 


2.2% 


$ 


5,092 




2,092 


$ 1,874,939 


100% 


$ 63,089 



Includes medical, surgical, skilled nursing, rehabilitation and substance abuse beds, but excludes 
newborn beds. 

Includes operating revenues and income from operations attributable to IHS and home care 
services in the IH-DM markets. 



Mission and Philosophy of the System 

The System's Mission 

The System's mission is to improve the health of the people and communities it serves. The System was 
originally designed by the Board of Directors and management of IHS to become an integrated healthcare delivery 
system whose hospital and physician providers would benefit from services provided jointly by and through the 
System. By providing a balance of hospitals, physicians and other providers, the System provides a healthcare 
delivery model for the region that is designed to match the best and most appropriate level of service to the needs of 
the patient. 

Philosophy Regarding Growth 

The Board of Directors and senior management of IHS believe that the System is currently of adequate size 
to achieve the benefits, efficiencies and quality improvements associated with the integration of several key, 
common functions. IHS' philosophy regarding additional acquisitions, affiliations or dispositions is to only pursue 
such transactions whenever, in the judgment of the Board of Directors and senior management of IHS, the particular 
transaction under review would produce operating efficiencies, permit cost reductions or reductions in the rate of 
cost increases, improve delivery and quality of health services, extend its operations into areas not currently being 
served by the System, meet strategic or mission objectives of the System, or improve the overall efficiency or credit 
strength of the System. 

Upon satisfaction of the foregoing criteria, a merger, acquisition or other affiliation could occur. If such a 
merger, acquisition or other affiliation were to occur, it could result in the System increasing its revenues and assets 
or assuming or incurring additional indebtedness. 
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ORGANIZATIONAL STRUCTURE AND GOVERNANCE 



IHS provides a number of centralized support services to other members of the System, including strategic 
direction; operating and capital budget coordination and approval; payor contracting; negotiation and support; 
compliance; billing; executive recruiting; finance; human resource; information technology; internal audit; legal 
services; physician practice management; public affairs and communications; government relations; physician 
services; reimbursement; system development; tax and treasury services. The design and operation of the System 
allows System-wide planning and centralized decision-making on topics which advantage the System as a whole 
while preserving adequate local control in the delivery of healthcare services to advantage the Senior Affiliates, the 
Hospitals, IHP and IHHC in their local markets. 

IHS' authority over the Senior Affiliates arises from Affiliation Agreements with the Senior Affiliates and 
through such entities' articles of incorporation and bylaws. IHS' authority over IHP and IHHC arises from the 
entities' articles of incorporation and bylaws. 

Board of Directors of IHS 

The Board of Directors of IHS (the "Board of Directors" or "Board") meets at least four times per year and 
provides overall strategy and direction for the System. The Board of Directors can establish directives relating to: 

• Strategic planning 

• Operating budgets 

• Capital budgets 

• Incurrence of indebtedness 

• Managed care strategies of the System 

• Transfers of assets between Senior Affiliates and other Senior Affiliates, other affiliates of 
IHS or IHS (except to for-profit or other entities unrelated to IHS) 

• Business plans 

Each Senior Affiliate is required to comply with such directives and to cause the Hospitals it controls to 
also comply with such directives if so directed by the Board of Directors of IHS. 

The Board of Directors retains the right to select and remove the chief executive officer of the Senior 
Affiliates, provided that (i) with respect to AHS, Finley Tri-States, SLHS, St. Luke's-SC, and TRHS, IHS' Board of 
Directors must consult with the Senior Affiliate board prior to the selection of the CEO and (ii) with respect to THS 
and TRHS, IHS' Board of Directors agrees to consult with the board of directors of THS and TRHS prior to the 
removal or selection of the Senior Affiliate's CEO. In addition, THS retains the right to approve its CEO. The 
Board of Directors elects and may remove the members of the board of directors of IHP. IHS elects and may 
remove members of the board of IHHC. 

The Board of Directors may also direct amendments to the articles of incorporation and bylaws of the 
Senior Affiliates and Hospitals provided that IHS consults with AHS, Finley Tri-States and SLHS as to amendments 
concerning those Senior Affiliates and related Hospitals, and so long as the amendments do not conflict with the 
terms of the Affiliation Agreements with THS and TRHS concerning any amendments applicable to those Senior 
Affiliates and related Hospitals. 

The governance documents of IHS also provide that the Board of Directors cannot, without the approval of 
the respective Senior Affiliate's or Hospital's board: (i) direct the transfer, sale or closure of assets, facilities, 
departments or functions at the Senior Affiliate or Hospital or one of its controlled entities if such action would 
significantly impact access to appropriate local healthcare delivery; (ii) direct the transfer or sale of assets to a for- 
profit or a nonprofit entity unrelated to IHS; (iii) take any action that would result in loss of exemption from federal 
income tax for the Senior Affiliate or Hospital or its controlled entities or that would result in the taxability of any 
tax exempt bonds of such entities; (iv) take any action that would pose a material risk of violation of state or federal 
fraud and abuse laws; (v) amend the articles and bylaws of a Senior Affiliate or Hospital in a manner inconsistent 
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with the Affiliation Agreement between IHS and the Senior Affiliate or Hospital; or (vi) direct mergers, 
consolidations, acquisitions, dissolutions, or disposition of substantially all assets of a Senior Affiliate or Hospital. 

In addition to the above-described powers, IHS must approve the election of members to the Senior 
Affiliate boards. IHS does not, however, retain the power to remove such members. 

The Board of Directors may consist of a total of up to 20 members appointed as follows: four by IH-DM; 
three by SLH; three by TRHS; one each by AHS, SLHS, Finley Tri-States, and THS, and up to six at-large members 
elected by the IHS Board of Directors. 

The following chart sets forth the members of the Board of Directors. Members of the Executive 
Committee are indicated by a (*) and members of the Audit and Compliance Committee are designated by a (+). 



NAME 

James Hoffman* 
Chair 



Paula Arnell, M.D. 
Vice Chair 



Paul Brandt* 
Secretary 



Bruce Sherman 
Treasurer 

Peg Armstrong-Gustafson* 
Craig Bainbridge, M.D. 
Mark Baldwin* 
Gene Blanc + 
Pryce Boeye* 

Terri Christoffersen 

Kathy Eno* 
John Gleeson 

Ronald Klosterman + 



TERM EXPIRES 

12/31/09 



OCCUPATION 



12/31/10 
12/31/10 



Former President 

Alliant Energy Resources, Inc. 

Cedar Rapids 

Physician/Laboratory Director 
Metropolitan Medical Laboratory, PLC 
Moline 
Retired 

Former Controller 

John Deere Dubuque Works 

Dubuque 

President 

Packaging Distribution Services, Inc. 

Des Moines 

Owner 

amson technology, L.C. 
Des Moines 
Physician 

Pulmonary Associates, A Professional Corporation 

Sioux City 

CEO 

Iowa Laser Technology, Inc. 

Waterloo 

Chairman & CEO 

Midland Information Resources Company 

Davenport 

Retired 

President, Real Estate Brokerage Division 
Mel Foster Co. 
Rock Island 
President 

TED AC Properties, LLC 

Toddville 

Volunteer 

Cedar Rapids 

President 

Klinger Companies 
Sioux City 
President and CEO 
Flexsteel Industries, Inc. 
Dubuque 
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NAME 

Lawrence Liebscher, M.D. 



TERM EXPIRES OCCUPATION 



12/31/08 



Physician 

Cedar Valley Medical Specialists, P.C. 
Waterloo 

Executive Director 

Earthpark 

Des Moines 

Regional President 

First Midwest Bank 

Moline 

Attorney 

Fort Dodge 

Attorney 

Shuttleworth & Ingersoll, PLC 

Cedar Rapids 

Retired 

Former Chairman 

Communications Data Services, Inc. 

Des Moines 

Physician 

Associated Internists, P.C. 
Fort Dodge 



David Oman 



12/31/09 



Marc Parise + 



12/31/10 



Kurt Pittner 



12/31/10 



William Prowell 



12/31/09 



Don Ross 



12/31/10 



Kevin Schminke, M.D. 



12/31/08 



Board Committees 

Standing committees of the Board of Directors include the Executive Committee, the Audit and 
Compliance Committee, the Board Development Committee, the Finance Committee, the Goals and Innovation 
Committee, the Investment Committee, and the Quality Committee. The Committee chairs and members are 
appointed by the Chair of the Board with the concurrence of the Board of Directors. 

The Executive Committee meets a minimum of four times a year to assure oversight and continuity in 
matters coming before the Committee and has the authority to act on behalf of the Board of Directors when the 
Board is not in session. The Executive Committee consists of the Chair and up to six other independent voting 
directors. The Executive Committee's primary responsibilities include planning and leadership, executive 
performance and compensation. 

The Audit and Compliance Committee meets a minimum of four times a year and addresses matters 
relating to IHS' Compliance Program, the internal and external audits of IHS and its subsidiaries, and legal and 
regulatory affairs of IHS and its subsidiaries, including bond indenture compliance and review of IHS' financial 
disclosure practices. The Audit and Compliance Committee consists of a chair and at least two other directors. 
Members of this Committee may not concurrently serve as members of other standing committees of the Board. 

The Board Development Committee meets a minimum of four times a year to assess Board performance, 
review changes to articles of incorporation or bylaws, review potential and actual conflicts of interest, make 
recommendations on means to improve the performance of the Board of Directors and Senior Affiliate boards, 
recommend Board officers, and to identify prospective candidates for election to the Board. 

The Finance Committee meets a minimum of four times a year to assist the IHS CEO, Board and Executive 
Committees in formulating policy, making decisions and engaging in oversight regarding System capital projects, 
financial operations and functions. 

The Goals and Innovation Committee meets a minimum of four times a year and is responsible for 
encouraging and affirming the pursuit of emerging technology and service line development, reviewing IHS' vision 
statement, goals and core strategies, and overseeing System relationships with governmental and legislative 
representatives. 
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The Investment Committee meets a minimum of four times a year and is responsible for assisting and 
advising the Board, the IHS CEO and executive management in the formulation and execution of plans for the 
effective allocation of assets and the oversight of the IHS Statement of Investment Policy regarding those assets. 

The Quality Committee meets a minimum of four times a year and is responsible for advising the Board, 
the Executive Committee and the IHS CEO regarding quality improvement efforts, developing System-wide patient 
care standards, protocols and care paths. 

Certain Relationships 

IHS has from time-to-time entered into transactions with organizations with which one or more members of 
the Board are affiliated. Pursuant to IHS' Conflict of Interest Policy, such transactions or arrangements are 
permitted only after full discussion of the potential conflict of interest and with the approval of a majority of the 
disinterested members of the Board or, if the transaction is not one to be approved by the Board, by management, 
after finding that the transaction is in the best interests of IHS. Certain of these transactions are described in Note 8 
to the audited financial statements included in Appendix B. 

IHS has a written Conflict of Interest Policy which applies to directors, officers, key employees and certain 
physicians throughout the System. The Policy was developed to comply with guidelines set forth by the Internal 
Revenue Service for tax-exempt organizations, and was broadened in 2003 as a part of the governance "best 
practice" concepts described below, to apply to a broader group of family relationships and also to potential non- 
economic interests. The Policy is primarily directed at identifying situations in which directors, officers, key 
employees or key physicians (or their family members) hold financial or other interests that may influence (or 
appear to influence) their judgment. The Policy provides that, in such circumstances, the affected director, officer, 
employee or physician may not participate in the deliberation or voting regarding the proposed transaction or 
arrangement. To assist in the application of the Policy, directors, officers, employees and physicians must annually 
disclose in writing all outside activities and any interests that may create (or appear to create) a conflict of interest, 
any family relationships with certain highly paid individuals or entities as required by the IRS, and must certify that 
they have read and understand the Policy and agree to comply with it. 

Governance 

In September 2003, IHS' Board adopted a variety of comprehensive governance and corporate 
responsibility best practices. The changes include adoption of governance effectiveness guidelines on Board 
qualifications and fitness, guidelines for independence, outside Board service, Board roles and responsibilities, the 
business judgment rule, fiduciary duties, including the duties of loyalty, care, confidentiality and oversight of 
management, and management's access to and meetings with the Board. Board committee charters, supplementing 
and expanding the bylaws' descriptions of the committee's responsibilities were adopted. The requirement that 
executive compensation decisions be made by a committee composed entirely of independent members of the Board 
who do not have a conflict of interest or by a designee of the committee who does not have a conflict of interest was 
added. IHS' Code of Conduct was enhanced to provide more detail concerning appropriate business relationships. 
Gifts and business courtesies from third parties are now specifically addressed in a policy. Also, heightened duties 
of key decision makers were established. The prohibition on retaliation for individuals reporting wrong-doing was 
reinforced and the avenues for reporting of wrong-doing were expanded. Internal control provisions were 
strengthened and annual reporting requirements were approved. The scope of management duties to report to the 
Board was clarified. A Code of Ethics for senior officers and an annual Statement of Accuracy for financial 
statements for senior officers were added. Any provision of non-audit services from IHS' external auditor must be 
approved by the Audit and Compliance Committee of the Board and prohibitions on the improper influence of the 
auditor were adopted. IHS' Record Retention Policy was enhanced to comply with the Sarbanes-Oxley Act of 2002 
prohibitions on data destruction, although IHS is not required by law to comply with all of the Sarbanes-Oxley Act 
provisions. 

The System has continued to monitor nonprofit reform initiatives, including the October 2007 Nonprofit 
Sector's Principles for Good Governance and Ethical Practice: A Guide for Charities and Foundations, and 
participated in the Senate Finance Committee's roundtable discussion in October 2007. 
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Management of the System 



The day-to-day operations of IHS are the responsibility of senior management. 

William Leaver, 56, President and Chief Executive Officer, IHS. Mr. Leaver joined IHS in March, 2001 
as President and Chief Executive Officer of TRHS and Senior Vice President of IHS. Mr. Leaver became President 
and Chief Executive Officer of IHS on January 1, 2008. Mr. Leaver has a Master's Degree in Health Services 
Administration from the University of Michigan, Ann Arbor. Mr. Leaver previously held executive positions at 
Munson Medical Center in Traverse City, Michigan, River District Hospital in St. Clair, Michigan, and St. John 
Hospital and Medical Center in Detroit, Michigan. 

Duncan Gallagher, 48, Executive Vice President, Chief Operating Officer and Chief Financial Officer, 
joined MS in November of 1998. Mr. Gallagher received a Master's Degree in Finance from the University of 
Minnesota, Minneapolis in 1989. Prior to joining MS, Mr. Gallagher was a partner in the healthcare consulting 
practice of KPMG Peat Marwick in Dallas, Texas. Mr. Gallagher had a total of twelve years experience with 
KPMG Peat Marwick. From 1986 to 1989, Mr. Gallagher held various finance positions with HealthEast in St. 
Paul, Minnesota. 

Denny Drake, 56, Vice President, General Counsel and Compliance Officer, joined Iowa Methodist 
Medical Center, Des Moines, in 1986 as general counsel and has served in that position for MS since its inception. 
He also has served as Compliance Officer for MS since 1997. Mr. Drake received his Juris Doctorate from Drake 
University Law School, Des Moines, and in 1991 completed the Stanford Executive Program in the Graduate School 
of Business, Stanford University, Stanford, California. Prior to joining Iowa Methodist Medical Center, Mr. Drake 
had nine years of experience in civil litigation and corporate law. 

Steve Schafer, 45, Vice President Finance, joined IHS in 1999 as Assistant Vice President and Controller 
until he assumed his current position in 2004. Mr. Schafer received a Bachelor of Business Administration Degree 
in Accounting from Iowa State University, Ames, Iowa. Prior to joining IHS, Mr. Schafer was Vice President of 
Finance and Treasury for Texas Health Resources, Dallas/Ft. Worth, Texas and Vice President of Finance for 
Presbyterian Health System, Dallas, Texas 

The following individuals serve as President and Chief Executive Officer of both the referenced Senior 
Affiliate and the related Hospital: 

Eric Crowell, 50, President and Chief Executive Officer, IH-DM, and Senior Vice President, IHS. Mr. 
Crowell joined IHS in January, 2000. Mr. Crowell has served in his current position since 2001. Mr. Crowell 
received his Master's Degree in Hospital Administration from the University of Minnesota, Minneapolis. Mr. 
Crowell was President/Chief Executive Officer of Franciscan Health System (a predecessor of TRHS) in the Quad 
Cities from 1989 to 1992 and was President and Chief Executive Officer of TRHS from 1992 to 2001. 

Andrea Coleman, 56, President and Chief Executive Officer, TRHS, and Senior Vice President, IHS. 
Ms. Coleman joined IHS in March, 2008. Ms. Coleman has a Master's Degree in Social Work and an 
Undergraduate Degree in Psychology from San Francisco State University, San Francisco. Ms. Coleman previously 
held executive positions at Penrose St. Francis Health Services in Denver, Colorado; Sisters of Providence Health 
System in Seattle, Washington; Health Dimensions, Inc. in San Jose, California; Genesis Medical Center in 
Davenport, Iowa; Virginia-based Inova Health System; and Premier Inc., a national healthcare alliance. 

Theodore Townsend, 54, President and Chief Executive Officer, SLH, and Senior Vice President, IHS. 
Mr. Townsend joined IHS in July, 2002. Mr. Townsend received his Master's of Science Degree in Healthcare 
Administration from Virginia Commonwealth University, Richmond, Virginia. Mr. Townsend previously held 
executive positions with Geisinger Health System, Danville, Pennsylvania, from 1985 to 2002. 

Richard Seidler, 52, President and Chief Executive Officer, AHS, and Senior Vice President, IHS. Mr. 
Seidler joined IHS in May, 1998. Beginning March 2008, Mr. Seidler also serves as the System's representative to 
the affiliated foundations, promoting charitable contributions and estate planning efforts of the System affiliated 
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foundations. Mr. Seidler has a Master's of Business Administration Degree in Health Administration and Research 
from the University of Miami, Coral Gables, Florida. Mr. Seidler previously held executive positions in hospitals at 
Tenent Healthcare, Davenport, Iowa; Summit Medical Center, Oakland, California; Arroyo Grande Community 
Hospital, Arroyo Grande, California; and St. Joseph's Medical Center, Stockton, California. 

Thomas Tibbitts, 62, President and Chief Executive Officer, THS, and Senior Vice President, IHS. Mr. 
Tibbitts joined IHS in January, 1999. In March 2008, Mr. Tibbitts was given additional responsibilities in System 
Development for IHS. In this role, he will help to develop relationship strategies with other hospitals and promote 
purchasing and information technology services provided by the System. He has served as President and Chief 
Executive Officer of THS since 1985 and Chief Executive Officer of Trinity-FD since 1980. Mr. Tibbitts received 
his Master's Degree in Hospital Administration from the University of Iowa, Iowa City. Mr. Tibbitts also served in 
administrative positions at the University of Iowa Hospitals and Clinics in Iowa City. 

Peter Thoreen, 51, President and Chief Executive Officer, SLHS, and Senior Vice President, IHS. Mr. 
Thoreen joined IHS in April, 2002, and assumed his current position in 2003. Mr. Thoreen received Master's 
Degrees in Hospital Administration and Public Affairs from the University of Minnesota, Minneapolis. Prior to 
joining IHS, Mr. Thoreen held senior management positions with healthcare systems in Fargo, North Dakota and 
Minneapolis, Minnesota. 

John Knox, 54, President and Chief Executive Officer, Finley Tri-States, and Senior Vice President, 
IHS. Mr. Knox joined IHS in January, 2002. Mr. Knox received his Master's of Science Degree from Wayne State 
University, Detroit, Michigan, his Master's in Business Administration Degree from the University of Detroit, 
Detroit. Prior to joining IHS, Mr. Knox served in leadership roles at St. John Health System, St. John River District 
Hospital, and St. John Macomb Hospital, all in Detroit. 
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FACILITIES AND SERVICES 



The following map indicates the locations of the Hospitals and clinic sites of the System. 




IHS and the Senior Affiliates currently have a variety of relationships with thirteen independent hospitals in 
Iowa (which are shown above with a "•"). These relationships range from the provision of services to the hospital, 
to management agreements, which generally have short-term, mutual cancellation provisions. Additionally, Allen 
has two longer term relationships with Grundy County Memorial Hospital and Community Memorial Hospital. In 
these joint operating agreements, Allen shares a portion of the financial risk of operations. See "FACILITIES AND 
SERVICES - Hospitals - Waterloo" hereafter in this Appendix A. Otherwise, however, the assets, liabilities and 
results of operations of these thirteen hospitals are not consolidated into the financial statements of the System. 
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System-wide Historical Utilization and Operational Statistics 



The following table sets forth certain utilization, payor mix and other statistics for the System for the years 
ended December 31, 2005, 2006 and 2007 and the three-month period ended March 31, 2008. 

Certain Historical Utilization and Operational Statistics - System 



Three months 
Twelve Months Ended Ended 
December 31, March 31, 





2005 


2006 


2007 


2008 


Admissions 

Adult & Pediatrics 


99,740 


100,757 


100,434 


25,642 


Births 


12,756 


13,013 


12,819 


3,104 


Subacute 


3,261 


3,308 


3,245 


734 


Patient Days 










Adults & Pediatrics 


463,237 


459,220 


452,325 


117,875 


Newborn 


28,775 


29,571 


29,863 


7,370 


Subacute 


31,560 


30,818 


30,477 


7,411 


Occupancy - Adult & Pediatrics (%) 


64.5% 


64.4% 


63.6% 


68.2% 


Average Length of Stay - Adult & 


4.64 


4.56 


4.53 


4.60 


Pediatrics (days) 










Surgeries 










Inpatient 


28,606 


27,530 


27,526 


7,043 


Outpatient 


58,934 


56,100 


53,448 


12,281 


Outpatient Admissions Equivalents 


84,993 


88,319 


88,807 


21,723 


Payor Mix 










Medicare 


45% 


45% 


45% 


46% 


Medicaid 


10% 


10% 


10% 


10% 


Blue Cross 


17% 


17% 


18% 


18% 


Commercial 


22% 


22% 


20% 


20% 


Self Pay/Other 


6% 


6% 


7% 


6% 


Total 


100% 


100% 


100% 


100% 


Full Time Equivalent Employees 


11,408 


11,788 


11,821 


11,927 



Hospitals 

Pes Moines 



Iowa Methodist Medical Center, licensed for 674 beds and currently staffing 356 beds, offers an extensive 
range of services including orthopaedics, cancer treatment, cardiac care, maternity services, and rehabilitation 
medicine. It has a pediatric and adult Level I Trauma Center designation. 

Blank Children's Hospital (generally referred to in this Appendix A as a hospital) is a part of Iowa 
Methodist Medical Center and provides general pediatric medical and surgical care, pediatric intensive care, 
neonatal intensive care, and many other specialty and primary care services. Blank Children's Hospital is the only 
pediatric emergency department in Iowa with board certified emergency medicine physicians on staff 24 hours a 
day/seven days a week. Located on Iowa Methodist's campus, Blank has 88 staffed beds. 

Iowa Lutheran Hospital has 465 licensed beds, currently staffs 219 beds and offers an extensive range of 
services, including cardiac care, maternity services and behavioral medicine. 
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Iowa Methodist Medical Center, Iowa Lutheran Hospital and Blank Children's Hospital collectively 
sponsor five approved residency education programs in family practice, pediatrics, internal medicine, surgery, and 
transitional year, with a total of 82 residents. 

CIHC is currently constructing an acute care community hospital in West Des Moines, Iowa. Licensed for 
95 beds and scheduled to open in 2010 with 83 staffed beds, the Michael R. Myers Hospital will offer orthopaedic 
and general medical/surgical care, maternity services, intermediate neonatal care, cardiac catheterization, critical 
care and emergency services. The hospital will be located in Lakeview Medical Park on a 24-acre campus adjacent 
to two large, independent physician groups whose primary affiliations are with CIHC. Des Moines Orthopaedic 
Surgeons, P.C., is an orthopaedic specialty practice with 24 members, and The Iowa Clinic, P.C., a multi-specialty 
group practice with approximately 1 10 physicians. Both groups' main offices are adjacent to the new hospital. 

CIHC has joint venture outpatient surgery centers adjacent to the Michael R. Myers Hospital with Des 
Moines Orthopaedic Surgeons, P.C. and with The Iowa Clinic, P.C. Iowa Radiology, P.C., a 13-member radiology 
practice which is primarily affiliated with CIHC, has a joint venture imaging center with CIHC which is located less 
than one mile from the Michael R. Myers Hospital. CIHC has joint venture agreements with The Iowa Clinic, P.C, 
and The Iowa Heart Center, P.C, a 64-member cardiology group, to provide clinical management services at Iowa 
Methodist Medical Center and at Iowa Lutheran Hospital. 

IHP's central Iowa operations include 91 physicians and 14 mid-level providers, practicing at 22 locations 
in the Des Moines market. Partners in Health and Children's Hospital Physicians are additional Des Moines 
physician practices controlled by IH-DM. See "PHYSICIAN ORGANIZATIONS" hereafter in this Appendix A. 

The following table sets forth certain utilization, payor mix and other statistics for CIHC. 



Certain Historical Utilization and Operational Statistics - CIHC 



Twelve Months Ended December 31, 



Adult & Pediatrics 31,898 32,243 

Births 4,764 4,650 

Subacute 480 482 
Patient Days 

Adults & Pediatrics 169,300 166,383 

Newborn 10,326 10,136 

Subacute 4,316 4,227 

Occupancy - Adult & Pediatrics (%) 70% 69% 

Average Length of Stay - Adult & 

Pediatrics (days) 5.4 5.2 

Surgeries 

Inpatient 10,412 10,206 

Outpatient 12,341 12,382 

Outpatient Admissions Equivalents 22,270 22,723 

Payor Mix 

Medicare 40% 41% 

Medicaid 10% 10% 

Blue Cross 22% 22% 

Commercial 23% 23% 

Self Pay/Other 5% 4% 

Total 100% 100% 



32,708 
4,096 
501 

167,331 
8,975 
4,269 
71% 

5.2 

10,394 
10,562 
22,689 

41% 
10% 

23% 
22% 
4% 



Three months 
Ended 
March 31, 
2008 

8,253 
999 
109 

43,123 
2,199 
942 

73% 

5.3 

2,821 
2,439 
5,282 

41% 
10% 
21% 
23% 
5% 



Full Time Equivalent Employees 
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Other hospitals in Des Moines include Catholic Health Initiatives - Iowa, Corp., d/b/a Mercy Medical 
Center - Des Moines, with approximately 641 staffed beds (including 62 at Mercy Capitol, a hospital to be closed 
and replaced by Mercy West Lakes, referenced below); Broadlawns Medical Center, a county supported facility, 
with approximately 89 staffed beds; and a Veterans Affairs Medical Center with approximately 88 staffed beds. 
Mercy Medical Center is a part of Mercy Health Network, a joint venture between Catholic Health Initiatives, a 
Denver, Colorado based multi-hospital system, and the Iowa operations of Trinity Health - Michigan, a Novi, 
Michigan-based multi-hospital system. Mercy Medical Center - Des Moines is constructing Mercy West Lakes 
Hospital in West Des Moines. It is located less than one-half mile from the Michael R. Myers Hospital and is 
expected to open in 2009 with 82 staffed beds. 

Based on information provided by the Iowa Hospital Association, Iowa Methodist Medical Center, 
(including Blank Children's Hospital) and Iowa Lutheran Hospital accounted for 36.1% of inpatient discharges for 
their eight-county primary service area during the first six months of 2007. Mercy Medical Center accounted for 
39.3% of such discharges and no other hospital accounted for more than 8.5% of such discharges. These figures do 
not include normal newborn and behavioral health patient discharge information. 

Quad Cities 

The Rock Island and Moline, Illinois, and the Davenport and Bettendorf, Iowa areas adjoining the 
Mississippi River are commonly referred to as the Quad Cities area. The Quad Cities area is located 160 miles east 
of Des Moines and 160 miles west of Chicago. TMC-QC operates three hospitals with a total of 526 licensed 
hospital beds located at three campus sites: Trinity Medical Center - West in Rock Island (288 staffed beds); Trinity 
Medical Center - 7 Street Campus in Moline (35 staffed beds); and Trinity Medical Center - Terrace Park Campus in 
Bettendorf (80 staffed beds). TMC-QC serves a two-county primary service area, which includes both the Iowa and 
Illinois Quad Cities metro area, as well as a five-county secondary market area in Illinois and Iowa. The spectrum 
of services offered by TMC-QC includes women's services, oncology, trauma, mental health services and 
comprehensive cardiac care with open-heart surgery. TMC-West has a Level II Trauma Center designation and 
Terrace Park has a Level III Trauma designation. TMC-West is currently spending approximately $5.5 million to 
expand and renovate its surgery facilities. This project is expected to be completed in the third quarter of 2008. 

TMC-QC has joint ventures with radiology physicians for the provision of radiology services and with 
surgeons for ambulatory surgery services. 

TMC-QC owns several physician practices. See "PHYSICIAN ORGANIZATIONS" hereafter in this 
Appendix A. 
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The following table sets forth the utilization, payor mix and other statistics for TMC-QC. 
Certain Historical Utilization and Operational Statistics - TMC-QC 



Three months 
Ended March 
Twelve Months Ended December 31, 31, 



Admissions 


2005 


2006 


2007 


2008 


Adult & Pediatrics 


20,667 


20,160 


19,857 


5,218 


Births 


1,511 


1,603 


1,873 


452 


Subacute 


1,036 


1,071 


856 


137 


Patient Days 










Adults & Pediatrics 


82,793 


81,172 


78,029 


21,489 


Newborn 


3,307 


3,503 


5,206 


1,454 


Subacute 


9,537 


9,099 


8,911 


2,195 


Occupancy - Adult & Pediatrics (%) 


59% 


58% 


56% 


62% 


Average Length of Stay - Adult & 










Pediatrics (days) 


4.0 


4.0 


3.9 


4.1 


Surgeries 










Inpatient 


5,063 


4,971 


4,982 


1,146 


Outpatient 


9,632 


10,185 


10,043 


2,307 


Outpatient Admissions Equivalents 


15,550 


17,032 


17,849 


4,647 


Payor Mix 










Medicare 


51% 


50% 


52% 


54% 


Medicaid 


15% 


9% 


10% 


10% 


Blue Cross 


8% 


11% 


11% 


10% 


Commercial 


21% 


25% 


20% 


20% 


Self Pay/Other 


5% 


5% 


7% 


6% 


Total 


100% 


100% 


100% 


100% 


Full Time Equivalent Employees 


1,962 


1,922 


1,967 


2,002 



The other hospitals in the Quad Cities area are Genesis Medical Center (427 staffed beds), located in 
Davenport, Iowa, and its Illini Campus (110 staffed beds), located in Silvis, Illinois, both of which are controlled by 
Genesis Health System, Davenport, Iowa. 

Based on information provided by the Iowa Hospital Association and the Illinois Hospital Association, 
TMC-QC accounted for 29.7% of inpatient discharges for its primary and secondary service areas during the first six 
months of 2007. The Genesis Hospitals accounted for 33.8% of such discharges and no other hospital accounted for 
more than 8.5% of such discharges. 

Cedar Rapids 

St. Luke's-CR, a 560 licensed bed facility, currently operating 391 staffed adult and pediatric beds, offers 
an extensive range of services to patients in a three-county area of east central Iowa and is located in Cedar Rapids, 
approximately 120 miles east-northeast of Des Moines. The spectrum of services offered by St. Luke's-CR includes 
women's and children's health services (including a level II regional neonatal intensive care unit), cardiac services 
(including open heart surgery), behavioral health, rehabilitation, corporate health, and has a Level II Trauma Center 
designation. St. Luke's-CR, through a wholly owned subsidiary, Continuing Care at St. Luke's, L.C., is currently 
developing a separately licensed, 24 bed long term acute care hospital to be located in the St. Luke's hospital facility 
and expected to open in the third quarter of 2008. St. Luke's-CR has a one-third interest in a joint venture with a 
physician radiology group and Mercy Hospital to provide MRI services. St. Luke's-CR owns a partial interest in a 
joint venture ambulatory surgery center, The Outpatient Surgery Center of Cedar Rapids, L.L.C. d/b/a Surgery 
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Center Cedar Rapids. Located adjacent to St. Luke's-CR, physicians on its medical staff own one half of the 
Surgery Center Cedar Rapids, with Physicians' Clinic of Iowa, P.C. owning the largest share. 

SLH, through St. Luke's/Jones Regional Medical Center (St. Luke's/JRMC), an Iowa nonprofit corporation 
which is a Tax Exempt Organization, currently leases the buildings and improvements in which St. Luke's/JRMC 
operates Jones Regional Medical Center, a 25 bed critical access hospital in Anamosa, Iowa, 27 miles northeast of 
Cedar Rapids. SLH, the sole member of St. Luke's/JRMC, plans to use $8 million of Bond funds to construct and 
own a replacement hospital at a new location in Anamosa, expected to open in 2009. 

The following table sets forth certain utilization, payor mix and other statistics for St. Luke's-CR. 

Certain Historical Utilization and Operational Statistics - St. Luke's-CR 

Three months 
Twelve Months Ended Ended 







December 31, 




March 31, 




2005 


2006 


2007 


2008 


Admissions 

Adult & Pediatrics 










Births 


2,247 


2^418 


2,345 


605 


Subacute 










Patient Days 










Adults & Pediatrics 


78,192 


79,743 


81,676 


20,285 


Newborn 


5,023 


5,420 


5,278 


1,327 


Subacute 


7,265 


7,591 


7,789 


1,810 


Occupancy - Adult & Pediatrics (%) 


61% 


62% 


61% 


64% 


Average Length of Stay - Adult & 










Pediatrics (days) 


5.0 


4.7 


4.8 


4.9 


Surgeries 

Inpatient 


3,222 


3,189 


3,093 


885 


Outpatient 


12,811 


11,794 


11,059 


2,662 


Outpatient Admissions Equivalents 


13,699 


16,225 


15,253 


3,796 


Payor Mix 










Medicare 


44% 


42% 


43% 


44% 


Medicaid 


9% 


9% 


10% 


10% 


Blue Cross 


18% 


17% 


17% 


17% 


Commercial 


20% 


21% 


19% 


21% 


Self Pay/Other 


9% 


11% 


11% 


8% 


Total 


100% 


100% 


100% 


100% 


Full Time Equivalent Employees 


1,821 


1,944 


2,041 


2,047 



The other hospital in Cedar Rapids is Mercy Hospital, Cedar Rapids, Iowa, which staffs approximately 328 
beds. The University of Iowa Hospitals and Clinics ("UI Hospitals"), which staffs approximately 656 beds, is 
located in Iowa City, approximately 28 miles from Cedar Rapids. UI Hospitals draws patients from the three-county 
area served by St. Luke's-CR. 

Based on information provided by Iowa Hospital Association, St. Luke's-CR accounted for 52.5% of 
inpatient discharges for its primary service area during the first six months of 2007. Mercy Hospital accounted for 
33.8% of such discharges, and UI Hospitals accounted for 8.4% of such discharges. 
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Waterloo 



Allen is a general acute care hospital licensed for 234 beds, of which 225 beds are currently staffed. Allen 
serves a four-county region in northeast Iowa and is located approximately 105 miles northeast of Des Moines. 
Allen offers a range of acute care services including cardiac catheterization, cardiac rehabilitation, open heart 
surgery and a women's health center and has a Level III Trauma Center designation. Allen is currently investing 
$32 million to construct new emergency department and cardiac services additions. 

Allen shares the financial risks and rewards of operations with two critical access hospitals in its service 
area. Grundy County Memorial Hospital, a 25 bed Veterans Memorial Hospital (GCMH) organized under Iowa 
Code Chapter 37 is located in Grundy Center, Iowa, approximately 33 miles southwest of Allen. Sumner 
Community Club, d/b/a Community Memorial Hospital (CMH), a nonprofit Iowa corporation, is a Tax Exempt 
Organization and is a 25 bed hospital located 33 miles northeast of Allen. GCMH and Allen share equally in the net 
financial gain or loss of the hospital's operations pursuant to a ten year Operating Agreement which commenced in 
2004. CMH and Allen share equally in the risks and rewards of the hospital's operations in excess of $100,000, up 
to $500,000 per year under a five year Operating Agreement commencing 2003 and renewed through 2013. 
Otherwise, CMH retains the risks and rewards from hospital operations. Allen also operates Allen College, an 
accredited four-year college providing graduate and undergraduate nursing degrees and training for allied health 
providers. Allen also co-sponsors an approved family practice residency program and has education related 
agreements with the University of Iowa, Wartburg College, Hawkeye Community College, University of Northern 
Iowa and a number of smaller institutions. 

Allen operates United Medical Park, located in Waterloo, which offers ambulatory surgery and diagnostic 
services. The ambulatory surgery services offered at United Medical Park are currently being expanded to handle 
increased volumes. Physician offices for members of IHP and for Cedar Valley Medical Specialists, P.C., the 
largest multi-specialty physician group in Waterloo, are located in the Medical Park. Allen is currently developing 
Prairie Medical Park, in Cedar Falls, Iowa, a community located immediately west of Waterloo, which will provide 
office space for IHP physicians, as well as laboratory and radiology services. 
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The following table sets forth the utilization, payor mix and other statistics for Allen. 



Certain Historical Utilization and Operational Statistics - Allen 











Three months 




Twelve Months Ended 










December 31, 




March 31, 




2005 


2006 


2007 


2008 


Admissions 

Adult & Pediatrics 


11,385 


11,462 






Births 


1,095 


1,049 


i noi 




Subacute 


554 


583 


670 


166 


Patient Days 










Adults & Pediatrics 


45,320 


44,893 






Newborn 


3,131 


3,183 


3,113 


654 


Subacute 


6,962 


6,487 


5,942 


1,510 


Occupancy - Adult & Pediatrics (%) 


55% 


66% 


65% 


66% 


Average Length of Stay - Adult & Pediatrics 










(days) 


4.1 


4.0 


3.9 


4.0 


Surgeries 










Inpatient 


2,771 


2,653 


2,553 


608 


Outpatient 


8,293 


8,633 


9,134 


2,325 


Outpatient Admissions Equivalents 


11,908 


12,456 


12,384 


3,191 


Payor Mix 










Medicare 


52% 


52% 


52% 


52% 


Medicaid 


7% 


7% 


8% 


8% 


Blue Cross 


12% 


12% 


13% 


16% 


Commercial 


24% 


23% 


21% 


17% 


Self Pay/Other 


5% 


6% 


6% 


7% 


Total 


100% 


100% 


100% 


100% 


Full Time Equivalent Employees 


1,256 


1,271 


1,260 


1,265 



Other area hospitals include Wheaton Franciscan Healthcare-Iowa, Inc., d/b/a Covenant Medical Center, 
Inc., also located in Waterloo, which operates approximately 275 beds, and Sartori Memorial Hospital, Inc., located 
in Cedar Falls, which operates approximately 66 beds. Both Covenant and Sartori are affiliated with Wheaton 
Franciscan Services, Inc., an Illinois-based multi-hospital system. 



Based on information provided by Iowa Hospital Association, Allen accounted for 41.2% of inpatient 
discharges for its primary service area during the first six months of 2007. Covenant and Sartori, on a combined 
basis, accounted for 37.9% of such discharges, and no other hospital accounted for more than 7.3% of such 
discharges. 

Fort Dodge 

Trinity-FD has 200 licensed beds of which 133 are currently staffed. Trinity-FD serves as a rural referral 
center and provides emergency, intensive care, surgical, cardiac, skilled nursing and home health services and has a 
Level II Trauma Center designation. Trinity-FD is currently constructing an ambulatory care center, which will 
provide ambulatory surgery and additional clinic space, a Health Education Center, a maternity center and an 
improved front entrance to the hospital. Approximately $2 million of the $6 million to be used for these projects is 
planned to be raised through a private debt offering to investors and to members of the Trinity-FD medical staff. 

Trinity-FD serves a three-county area and is located 90 miles northwest of Des Moines. Trinity-FD has 
been designated as a sole community provider hospital. 
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THS, the sole corporate member of Trinity-FD, owns Trimark Physicians Group, Inc. See "PHYSICIAN 
ORGANIZATIONS" hereafter in this Appendix A. 

The following table sets forth certain utilization, payor mix and other statistics for Trinity-FD. 

Certain Historical Utilization and Operational Statistics - Trinity-FD 

Three months 
Ended 

Twelve Months Ended December 31, March 31, 



Admissions 


2005 


2006 


2007 


2008 


Adult & Pediatrics 


7,339 


7,375 


6,989 


1,612 


Births 


601 


524 


633 


140 


Patient Days 










Adults & Pediatrics 


29,239 


30,362 


25,722 


6,460 


Newborn 


1,559 


1,579 


1,423 


311 


Occupancy - Adult & Pediatrics (%) 


52% 


54% 


46% 


47% 


Average Length of Stay - Adult & 










Pediatrics (days) 


4.0 


4.1 


3.7 


4.0 


Surgeries 

Inpatient 


1,779 


1,216 


1,325 


377 


Outpatient 


3,549 


2,578 


3,047 


773 


Outpatient Admissions Equivalents 


5,775 


5,980 


6,774 


1,487 


Payor Mix 










Medicare 


59% 


60% 


61% 


60% 


Medicaid 


7% 


8% 


8% 


8% 


Blue Cross 


17% 


17% 


15% 


17% 


Commercial 


14% 


12% 


13% 


12% 


Self Pay/Other 


3% 


3% 


3% 


3% 


Total 


100% 


100% 


100% 


100% 


Full Time Equivalent Employees 


831 


814 


812 


818 



Other hospitals in the service area include Stewart Memorial Community Hospital, Lake City, which 
operates approximately 25 beds, and Humboldt County Memorial Hospital Foundation, which operates 
approximately 22 beds. 

Based on information provided by Iowa Hospital Association, Trinity-FD accounted for 67.3% of inpatient 
discharges for its primary service area during the first six months of 2007. Stewart Memorial, a critical access 
hospital in Lake City, accounted for 6.7% of such discharges, and no other hospital accounted for more than 3.8% of 
such discharges. 

Sioux City 

St. Luke's-SC is licensed for 346 acute care hospital beds of which 146 are currently staffed. St. Luke's- 
SC is a regional referral center for northwestern Iowa, northeastern Nebraska and southeastern South Dakota and, as 
such, provides the normal range of primary and secondary services, such as orthopedics, rehabilitation, oncology 
and occupational medicine, as well as tertiary care services for high risk pregnancies and infants. St. Luke's-SC 
serves a four-county area and is located approximately 190 miles northwest of Des Moines, 100 miles north of 
Omaha, Nebraska and 90 miles south of Sioux Falls, South Dakota. St. Luke's-SC has a Level III Trauma Center 
designation. In 2007, a joint venture ambulatory surgery center, owned by St. Luke's-SC and members of its 
medical staff and located on the St. Luke's-SC campus, was opened. St. Luke's-SC is currently investing 
approximately $7 million to remodel its existing hospital surgery suites, pre-op areas and operating rooms. 



A-18 



The following table set forth certain utilization, payor mix and other statistics for St. Luke's-SC. 
Certain Historical Utilization and Operational Statistics - St. Luke's-SC 



Three months 
Ended 

Twelve Months Ended December 31, March 31, 





2005 


2006 


2007 


2008 


Admissions 










Adult & Pediatrics 


8,419 


8,289 


8,518 


2,333 


Births 


1,893 


2,039 


2,072 


523 


Patient Days 










Adults & Pediatrics 


36,533 


35,937 


35,757 


9,957 


Newborn 


3,852 


3,994 


4,145 


1,044 


Occupancy - Adult & Pediatrics (%) 


58% 


57% 


56% 


63% 


Average Length of Stay - Adult & 










Pediatrics (days) 


4.3 


4.3 


4.2 


4.3 


Surgeries 

Inpatient 


3,300 


3,173 


3,033 


749 


Outpatient 


4,912 


4,954 


4,159 


440 


Outpatient Admissions Equivalents 


8,375 


7,858 


7,201 


1,589 


Payor Mix 










Medicare 


40% 


40% 


38% 


39% 


Medicaid 


14% 


14% 


14% 


14% 


Blue Cross 


16% 


16% 


20% 


19% 


Commercial 


23% 


23% 


20% 


20% 



Self Pay/Other 7% 7% 8% 8% 

Total 100% 100% 100% 100% 

Full Time Equivalent Employees 912 913 880 888 

The other hospitals located in the Sioux City area are Mercy Health Services - Iowa, Corp., d/b/a Mercy 
Medical Center - Sioux City, which operates approximately 273 beds, and Siouxland Surgery Center Limited 
Partnership, which is a privately held 20 bed specialty hospital located in Dakota Dunes, South Dakota, 
approximately five miles from St. Luke's-SC. Mercy Medical Center - Sioux City holds a 40% ownership in the 
Siouxland Surgery Center. Trinity Health-Michigan is the sole member of Mercy Health Services - Iowa, Corp. 
Mercy Medical Center - Sioux City is a part of Mercy Health Network, a joint venture between Catholic Health 
Initiatives, a Denver, Colorado based multi-hospital system, and the Iowa operations of Trinity Health-Michigan, a 
Novi, Michigan-based multi-hospital system. 

Based on the information provided by Iowa Hospital Association, inpatient discharges by St. Luke's-SC 
accounted for 43.0% of inpatient discharges for its primary service area during the first six months of 2007. Mercy 
accounted for 42.8% of such discharges and no other hospital accounted for more than 6.5% of such discharges. 

Dubuque 

Finley has 142 licensed beds, of which approximately 131 are currently staffed. Finley operates the only 
radiation oncology center in its market area and also provides older adult, rehabilitation and home care services. 
Finley serves a five-county area and is located approximately 185 miles northeast of Des Moines. Finley has a 
Level III Trauma Center designation. Finley is investing approximately $8 million to construct an addition to the 
hospital facilities to include 40 private patient rooms, replace its two linear accelerators and upgrade its cancer 
treatment facility. 
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Finley has a joint venture with Dubuque Internal Medicine, P.C., a 30-member internal medicine group, to 
operate Dubuque Endoscopy Center, L.C., an ambulatory surgery center located in this physician group's building 
across the street from the hospital. 

The following table sets forth certain utilization, payor mix and other statistics for Finley. 
Certain Historical Utilization and Operational Statistics - Finley 

Three months 
Twelve Months Ended Ended 
December 31, March 31, 





2005 


2006 


2007 


2008 


Admissions 

Adult & Pediatrics 


4,928 


4,794 


4,594 


1,174 


Births 


645 


730 


709 


160 


Subacute 


460 


450 


442 


131 


Patient Days 












21,860 


20,730 


19,995 


5,266 


Newborn 


1,577 


1J56 


1/723 


381 


Subacute 




3,414 


3,566 


954 


Occupancy - Adult & Pediatrics (%) 


55% 


52% 


48% 


51% 


Average Length of Stay - Adult & Pediatrics 










(days) 


4.4 


4.3 


4.4 


4.5 


Surgeries 










Inpatient 


2,059 


2,122 


2,146 


457 


Outpatient 


7,396 


5,574 


5,444 


1,335 


Outpatient Admissions Equivalents 


7,416 


6,045 


6,657 


1,731 


Payor Mix 










Medicare 


50% 


49% 


48% 


48% 


Medicaid 


6% 


7% 


7% 


7% 


Blue Cross 


12% 


11% 


11% 


13% 


Commercial 


24% 


28% 


27% 


27% 


Self Pay/Other 




5% 


7% 


5% 


Total 


100% 


100% 


100% 


100% 


Full Time Equivalent Employees 


658 


648 


638 


631 



The other hospital in Dubuque is Mercy Health Services - Iowa, Corp., d/b/a Mercy Health Center - 
Dubuque, which operates 303 beds. Trinity Health-Michigan is the sole member of Mercy Health Services-Iowa 
Corp. Mercy Health Center - Dubuque is a part of Mercy Health Network, a joint venture between Catholic Health 
Initiatives, a Denver, Colorado based multi-hospital system, and the Iowa operations of Trinity Health-Michigan, a 
Novi, Michigan-based multi-hospital system. 

Based on information provided by the Iowa Hospital Association, inpatient discharges by Finley accounted 
for 26.3% of inpatient discharges for its primary service area during the first six months of 2007. Mercy Health 
accounted for 41.7% of such discharges and no other hospital accounted for more than 7.6% of such discharges. 

PHYSICIAN ORGANIZATIONS 

IHS' physician strategy integrates primary care and specialty physicians into the System's payor 
contracting and integrated delivery system initiatives. See "PAYOR CONTRACTING" hereafter in this Appendix 
A. 

The primary care physicians affiliated with IHS are the point of initial contact for patients entering the 
System. The System combines and coordinates healthcare from a primary care physician's visit, to tertiary care, to 
home health services. The primary care physician's office is the first contact for most patients. Patients access 
routine as well as outpatient acute healthcare from their physician at convenient, local offices. The System's 
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primary care physicians also manage their patients' care and refer their patients to appropriate specialty care 
providers and hospitals, if needed. 

The physician organizations, including IHP, are organized by geographic market areas, thus enabling 
physician and Hospital components of the System to coordinate their efforts and make joint decisions in their 
respective markets. IHS believes that its physician organizations operate better than national norms in terms of net 
operating loss per employed physician. In 2007, IHP operating deficit was $42,696 per provider. 

IHP was organized in 1993 and is IHS' most significant and fully integrated physician group. IHP is a 
group practice and currently employs approximately 200 physicians and approximately 43 mid-level providers 
serving 450,000 patients from approximately 60 clinics in 37 communities in central, eastern and northeastern Iowa 
and western Illinois. (Mid-level providers include physician assistants and advanced registered nurse practitioners.) 
IHP has a base of primary care physicians in family practice, internal medicine and pediatrics. In addition, it offers 
physician services in subspecialty areas including infectious disease, nephrology, neurology, obstetrics/gynecology, 
psychiatry, physiatry, pulmonology and rheumatology. 

Children's Hospital Physicians, a d/b/a of Blank Children's Hospital and CIHC, employs approximately 43 
pediatricians and pediatric specialists, as well as approximately 15 mid-level providers at three clinic locations in 
Des Moines. 

Partners in Health, a d/b/a of Iowa Lutheran Hospital and CIHC, employs 55 primary care physicians and 
nine mid-level providers providing services at 14 locations in the Des Moines market. 

In addition to Children's Hospital Physicians and Partners in Health, IH-DM employs two perinatologists, 
as well as five mid-level providers, at two clinic locations in the Des Moines service area. 

TMC-QC controls several integrated physician practices (collectively known as 'Trinity Physicians and 
Clinics") employing approximately 18 primary and specialty care physicians and approximately 13 mid-level 
providers at 13 clinic locations in three counties of eastern Iowa and western Illinois. 

Trimark Physicians Group, Inc. in Fort Dodge, which is owned by THS, employs 49 primary and specialty 
care physicians and approximately 14 mid-level providers providing services at 16 locations in nine counties 
surrounding the THS service area. 

St. Luke's-SC employs approximately 13 physicians in primary care and surgical specialties and 
approximately nine mid-level providers to provide services at nine St. Luke's-SC clinic locations in its market 
(collectively known as "St. Luke's Clinic Network"). 

Allen employs approximately four physicians and five mid-level providers to provide women's health 
services at three provider clinic locations in the Waterloo market area. 

Finley has a clinic in Cascade, Iowa, staffed by one physician. 

The following table reflects patient contacts at IHP, Children's Hospital Physicians, Partners in Health, IH- 
DM clinics, Trinity Physicians and Clinics, Trimark Physicians Group, Inc., St. Luke's Clinic Network, the Allen 
clinics and the Finley/Cascade clinic, for the calendar years 2005 through 2007: 



Patient Contacts 



Twelve Months Ended 
December 31, 



Three months Ended 
March 31, 



2005 



2006 



2007 



2008 



Patient 
Contacts 



1,965,652 



1,905,513 



1,946,922 



510,811 
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The following table reflects the changes in cumulative staff in these nine organizations for the calendar 
years 2005 through 2007: 



Staffing Level (1) 

Twelve Months Ended Three months Ended 

December 31, March 31 



FTE's 


2005 


2006 


2007 


2008 


Physician 


384 


391 


372 


385 


Mid-Level Provider 


104 


108 


111 


113 



Full time equivalent staff level for years indicated. 



In addition to the integrated physician practices and locations discussed above, certain Senior Affiliates are 
affiliated with the following physician groups: The Iowa Clinic, P.C., an independent professional corporation, is a 
specialty oriented group practice of approximately 110 physicians primarily affiliated with Iowa Methodist Medical 
Center and IH-DM in Des Moines; Des Moines Orthopaedic Surgeons, P.C., is an orthopedic specialty practice with 
24 members; Cedar Valley Medical Specialists, P.C. is an approximately 55 member physician group primarily 
affiliated with Allen and AHS in Waterloo; and Medical Arts Associates, Ltd., P.C, is an approximately 17 member 
physician group in Moline, Illinois, primarily affiliated with Trinity-QC in the Quad Cities. 

The map under the caption "FACILITIES AND SERVICES" reflects the communities where System 
integrated (employed) and affiliated (contracted but not employed) physician practices are located. 

EMPLOYEES 

As of December 31, 2007, the System employed approximately 19,137 employees (15,450 full-time 
equivalents). Except as described below, none of the employees of the Hospitals are currently represented by a 
labor union. At Allen, service, craft/maintenance and clerical employees are unionized, and at Finley the registered 
nurses are unionized. A labor union organizing campaign of the registered nurses at Allen occurred in the fall of 
2007. No certification election was held. In July and August of 2006, there were two labor actions by the nurses 
union at Finley, consisting of two three-day walk-outs. Beginning in March 2008, representatives from separate 
labor unions (SEIU and CNA) have distributed leaflets at St. Luke's-CR, St. Luke's-SC and IH-DM campuses. 
CNA's national office mailed union registration cards to Allen, Finley, St. Luke's-CR, IH-DM and Trinity-FD 
nurses' homes. Some of the activity may be related to the unions' political advocacy activities. IHS is closely 
monitoring union activity and providing education and awareness training to its managers and nursing staff. 

LIABILITY CONSIDERATIONS 

Insurance 

The System secures insurance coverage through one broker for most of the Senior Affiliates and Hospitals. 
These policies cover general and professional liability, auto insurance, general property, directors and officers 
liability and other insurable risks. This program has resulted in significant reductions in the System's insurance 
costs. These savings have been achieved through the establishment of appropriate deductibles, risk retention levels 
and claim, litigation and insurance reserves. IHS self-administers general and hospital professional liability claims 
within a $3 million self-insured retention for each occurrence plus an additional $4 million annual aggregate 
retention for non-obstetrical claims, an additional $6 million annual aggregate retention for obstetrical claims and an 
additional $6 million annual aggregate retention for general liability claims subject to an additional combined 
maximum $6 million annual aggregate retention for all non-obstetrical, obstetrical and general liability claims. On 
an annual aggregate basis, then, the self-insured retention totals $25 million, inclusive of the specific retention levels 
for the specific types of claims as described in the previous sentence. The System maintains commercial excess 
liability insurance of $25 million subject to the above self-insured retentions. 
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Finley Tri-States and Finley maintain separate commercial insurance policies covering the above- 
referenced risks in amounts IHS believes are reasonable and customary. 

Corporate Compliance 

In 1997, the IHS Board of Directors adopted a Corporate Compliance Program designed to detect and 
prevent illegal and improper conduct or activities by IHS, its employees or Board members and to serve as an 
educational resource on compliance topics to employees, managers and board members. The Board of Directors 
also adopted a Code of Conduct and a Conflict of Interest Policy, more fully described previously under the caption 
"Organizational Structure and Governance." 

The Compliance Program defines the authority and responsibility of IHS and Affiliate boards of directors 
and establishes a Compliance Officer position for IHS with overall accountability for the Compliance Program. The 
Compliance Officer reports to the IHS CEO and the IHS Board of Directors and chairs the Compliance Committee 
which is currently made up of 30 members from across the System. The Compliance Committee meets every other 
week and provides management and direction to the Compliance Program. 

PAYOR CONTRACTING 

Medicare beneficiaries represent the largest portion of revenue to the System (45%). Approximately 10% 
of the System's revenue is received through services provided to Medicaid recipients. A small portion of the 
System's revenue (7%) is derived from patients who pay directly for the services they receive from the System 
provider. The remaining 38% of the System's revenue is received from commercial insurance companies. 

The largest commercial insurer in Iowa is Wellmark, Inc. d/b/a Blue Cross/Blue Shield of Iowa, with an 
estimated 60% share of the commercial insurance market. Coventry Health Care, Inc., Principal Healthcare 
(Principal Life Insurance Company) and United Healthcare of the Midlands, Inc. are the primary competitors to 
Wellmark. The commercial market is largely populated with Preferred Provider Organization ("PPO") products or 
traditional indemnity insurance. Enrollees in Health Maintenance Organization ("HMO") products in Iowa 
represent less than 10% of the population. 

IHS has adopted a multiple payor approach to encourage greater payor competition in the Iowa market. 
Seeking to grow market share and increase competition, IHS has established competitive contracting terms with all 
major payors. 

IHS contracting activity is conducted through Medimore, Inc., which is a physician hospital organization 
and a wholly owned for-profit subsidiary of IHS. Medimore provides contracting and credentialing support for the 
System and independent hospitals, physicians and other providers. The primary hospital reimbursement 
methodology is per case payment (diagnostic related groups or "DRG's") with some variation. 

LEGAL MATTERS 

Absence of Material Litigation 

IHS has advised that no litigation, proceedings or investigations are pending or, to IHS' knowledge, 
threatened against any Member of the Obligated Group except (i) litigation, proceedings or investigations for which 
the probable ultimate recoveries and the estimated costs and expenses of defense will be entirely within the 
Obligated Group Members' insurance policy limits (subject to applicable deductibles) or are not in excess of the 
total reserves held under its self-insurance program or otherwise available, or (ii) litigation, proceedings or 
investigations in which there is no reasonable likelihood that an adverse determination will result or which, if 
adverse, would not have a materially adverse effect on the financial condition or results of operations of the 
Members of the Obligated Group, taken as a whole. IHS has also advised that no litigation, proceedings or 
investigations are pending or, to its knowledge, threatened against any Member of the Obligated Group, that in any 
manner questions the right of such Member of the Obligated Group to enter into the transactions described in this 
Official Statement. 
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Medicare Condition of Participation 



By letter dated March 21, 2008, Iowa Methodist Medical Center ("IMMC") was notified by the Centers for 
Medicare and Medicaid Services ("CMS") that IMMC was not in compliance with a CMS Condition of 
Participation ("COP"), Physical Environment, following a survey by State of Iowa surveyors which ended February 
29, 2008. The notification provided that, if IMMC did not correct the deficiencies, that its participation in the 
Medicare Program could be terminated on May 29, 2008. IMMC submitted its Plan of Correction ("POC") to CMS 
on April 17, 2008. State surveyors conducted a survey on May 5-6, 2008 to determine IMMC's correction of the 
cited deficiencies. During this survey, an additional standard level deficiency was found. This deficiency has been 
corrected by IMMC. On May 9, IMMC was resurveyed and found to be in compliance with all COP's. As a result, 
IMMC was notified orally by the State surveyors that its participation in the Medicare Program would continue on a 
conditional basis, subject to its submission of an acceptable POC concerning the standard level deficiencies 
previously cited, and that the possible termination on May 29, 2008, as a Medicare provider had been abated. 
IMMC will continue to implement its POC and monitor its compliance with the COP's. As with any Medicare 
provider, State surveyors may revisit IMMC to monitor its compliance with Medicare COP's. 

In the fiscal year ended December 31, 2007, approximately 6.7% and 1.7% of the net patient service 
revenue of the Obligated Group was derived from Medicare and Medicaid patients, respectively, treated at IMMC. 

IRS Executive Compensation Inquiry 

In 2005 and 2006, the System responded to three inquiries from the Internal Revenue Service ("IRS") 
related to executive and physician compensation for IH-DM, St. Luke's CR and IHS. These inquiries for tax year 
2002 appeared to be part of a national inquiry regarding compliance with the Taxpayer Bill of Rights 2 and 
regulations issued under Internal Revenue Code Section 4958. In 2006, the IRS notified IHS that the organizations 
continued to qualify for tax exemption, and no changes or penalties were requested. 

IRS Coordinated Exam Program Audit 

In 2001, the IRS concluded a Coordinated Exam Program audit of IHS and several of the System 
corporations for tax years 1995 and 1996. IHS, IH-DM, CIHC, CIHP, Allen and IHP are members of the Obligated 
Group and were included in the audit. No material penalties were imposed and no entities had their tax exempt 
status challenged or revoked. 

Illinois Property Tax Exemption 

In February 2008, the Rock Island County, Illinois, Supervisor of Assessments notified TMC-QC that 
Trinity Medical Center- West would be required to reapply, at the end of 2008, for Illinois property tax exemption 
because of the change in use of its property due to the surgery addition being constructed at the hospital, and 
because of a possible change of ownership that occurred when Franciscan Medical Center changed its name to 
Trinity Medical Center in 1997. 

Trinity Medical Center-West believes that its use of the property is fully consistent with the charitable 
purposes requirements of Illinois law and that the change in name does not trigger the need to reapply for property 
tax exemption under Illinois law. TMC-QC intends to cooperate with Illinois property tax officials but vigorously 
defend its property tax exemption. 

SELECTED HISTORICAL FINANCIAL INFORMATION 

Summary Balance Sheets 

The following table presents summary consolidated balance sheets for the System as of December 31, 
2005, 2006 and 2007, and as of March 31, 2008. The summaries as of December 31, 2005, 2006 and 2007 are based 
upon the consolidated financial statements for the System which have been audited by BKD, LLP, independent 
certified public accountants. The report of BKD, LLP for the years ended December 31, 2006 and 2007 appears in 
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Appendix B. The information at March 31, 2008 has been prepared from the unaudited consolidated financial 
statements of the System which reflect all normal recurring adjustment that are, in the opinion of IHS management, 
necessary to fairly state the consolidated financial position as of such date. 

The following includes information with respect to certain members of the System who are not Members of 
the Obligated Group. As of December 31, 2007, non-members constituted approximately 10% of the total assets 
and 14% of total net assets of the System and 4% of Income Available for Debt Service. Pursuant to the provisions 
of the Master Indenture, the various covenants contained in the Master Indenture, including the rate covenant, will 
be calculated using financial statements of the System so long as the Members of the Obligated Group contribute at 
least 90% of Income Available for Debt Service. 

The following summary should be read in conjunction with the consolidated audited financial statements 
presented in Appendix B. 

(unaudited) 

As of December 31, As of March 31, 

2005 2006 2007 2008 

(dollars in 000's) 



ASSETS 
Current Assets: 



Cash and Cash Equivalents 
Short-Term Investments 
Patent Accounts Receivable - Net 
Other Current Assets 
Total Current Assets 


50,830 

221 ',472 
71,535 
383,887 


55,439 
82 839 
228,462 
103,404 
470,144 


113,473 

247^938 
92,956 
526,991 


75,725 

265^239 
95,123 
504,326 


Non-current Assets Limited as to Use 
Property, Plant and Equipment Net 
Other Assets 


645,594 
710,448 
241,129 


693,769 
730,018 
292,157 


725,274 
778,108 
298,953 


682,747 
788,681 
290,149 


Total Assets 


$1,981,058 


$2,186,088 


$2,329,326 


$2,265,903 


LIABILITIES AND NET ASSETS 
Current Liabilities: 
Current Maturities of 

Long-Term Debt 
Accounts Payable, Accrued 

Expenses and Other 
Total Current Liabilities 


14,945 

224,186 
239,131 


22,842 

246,944 
269,786 


17,097 

277,410 
294,507 


17,384 

257,192 
274,576 


Long-Term Debt - Excluding Current 

Installments 
Other Liabilities 
Total Net Assets 


519,647 
106,815 
1,115,465 


502,810 
118,534 
1,294,958 


491,486 
127,579 
1,415,754 


480,466 
144,830 
1,366,031 


Total Liabilities and Net Assets 


$1,981,058 


$2,186,088 


$2,329,326 


$2,265,903 


Summary of Revenues and Expenses 











The following table presents a summary of revenues and expenses of the System for the years ending 
December 31, 2005, 2006 and 2007, and for the three month periods ended March 31, 2007 and 2008. The 
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summaries for the years ended December 31, 2005, 2006 and 2007 are based upon the consolidated financial 
statements for the System which have been audited by BKD, LLP. The report of BKD, LLP for the years ended 
December 31, 2006 and 2007 appears in Appendix B. The information for the three months ended March 31, 2007 
and 2008 has been prepared from the unaudited consolidated financial statements of the System for such periods. 
Such consolidated financial statements are unaudited but, in the opinion of IHS management, reflect all normal 
adjustments that are necessary to fairly state the consolidated results of operations for such interim periods. Results 
of operations for an interim period should not be considered indicative of the results for a full fiscal year. 



The following includes revenues and expenses of members of the System who are not Obligated Group 
Members. Non-members represented approximately 5% of the operating revenue and less than 4% of the income 
available for debt service for the year ended December 31, 2007. Pursuant to the provisions of the Master Indenture, 
the various covenants contained in the Master Indenture, including the rate covenant, will be calculated using 
financial statements of the System so long as the Members of the Obligated Group contribute at least 90% of Income 
Available for Debt Service. For the year ended December 31, 2007, Members of the Obligated Group contributed 
approximately 96% of Income Available for Debt Service. 

The following summary should be read in conjunction with the consolidated audited financial statements 
presented in Appendix B. 



Fiscal Year Ended December 31, 



(unaudited) 
Three months Ended 
March 31, 







(dollars in 000's) 








2005 


2006 


2007 


2007 


2008 


Total Unrestricted Revenue 


1,683,452 


1,791,281 


1,874,939 


465,013 


489,825 


Expenses: 

Salaries, Supplies and 

Other Expenses 
Interest 

Depreciation and Amortization 


1,515,244 
22,003 
98,154 


1,603,515 
17,797 
100,824 


1,693,510 
12,043 
106,297 


414,882 
4,409 
25,895 


441,184 
5,848 
26,537 


Total Expenses 


1,635,401 


1,722,136 


1,811,850 


445,186 


473,569 


Operating Income 


48,051 


69,145 


63,089 


19,827 


16,256 


Total Nonoperating Gains, Net 


56,375 


38,072 


51,123 


16,214 


34,143 


Revenue Over Expenses Before 
Loss on Early Extinguishment of 
Debt 


104,426 


107,217 


114,212 


36,041 


50,399 


Loss on Early Extinguishment of 
Debt 


(34,489) 










Revenue Over Expenses 


69,937 


107,217 


114,212 


36,041 


50,399 
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Historical and Pro Forma Capitalization 



The following table sets forth the capitalization of the System at December 31, 2005, 2006 and 2007. The 
table also provides pro-forma capitalization at December 31, 2007, which reflects adjustments to give effect to the 
issuance of the Series 2008 Bonds. Long-term debt outstanding includes bonded indebtedness, capitalized lease 
obligations and other notes and mortgages as of the dates indicated. 

As of December 31, 



(dollars in 000's) 





2005 


2006 


2007 


2007 


Long-Term Debt Outstanding, including 










Current Maturities of Long-Term 










Debt 


$534,592 


$525,652 


$508,583 


$658,583 


Total Net Assets 


1,115,465 


1,294,958 


1,415,754 


1,415,754 


Total Capitalization 

Debt to Total Capitalization 


$1,650,057 


$1,820,610 


$1,924,337 


$2,074,337 


32.4% 


28.9% 


26.4% 


31.7% 



Balance Sheet Liquidity 

The following table sets forth the days' cash on hand and cushion ratio of the System at December 31, 
2005, 2006 and 2007. The table also provides pro forma adjusted data at December 31, 2007 to give effect to the 
issuance of the Series 2008 Bonds. 

As of December 31, 
(dollars in 000's) 











Pro Forma 




2005 


2006 


2007 


2007 


Cash and Cash Equivalents 


$50,830 


$55,439 


$113,473 


$113,473 


Unrestricted Investments 0 ' 


127,405 


220,799 


186,097 


186,097 


Board Designated Funds (2) 


537,915 


597,951 


647,508 


647,508 


Total Unrestricted Cash and Investments (A) 


$716,150 


$874,189 


$947,078 


$947,078 


Average Daily Operating Expenses® 


4,212 


4,442 


4,673 


4,885 


Days Cash On Hand 


170 


197 


203 


194 


Normalized Annual Debt Service (B) (4) 


27,657 


28,110 


28,107 


33,261 


Maximum Annual Debt Service (C) (5) 


49,176 


49,176 


49,176 


54,331 


Cushion Ratio (A/B) 


25.9 


31.1 


33.7 


28.5 


Cushion Ratio (A/C) 


14.6 


17.8 


19.3 


17.4 



(,) Includes short-term investments, long-term investments plus a portion of assets limited as to use. 

(2) Includes only Board designated funds for capital improvements and self-insurance reserve, less restricted assets. 

13) Excludes depreciation and amortization. Computed using a 365 day year. 

14) Normalized Annual Debt Service was computed by assuming all large scheduled payments of principal would be 
restructured to achieve near level annual debt service schedule from the present date through February 1, 2035 for all 
outstanding bonded indebtedness. The System's Series 1985B Bonds mature on August 15, 2015 in the amount of 
$23,000,000 and this amount was restructured in this computation as described in the preceding sentence. 

<5) Computed based on the assumptions described in the footnotes in the forepart under the caption "ESTIMATED ANNUAL 
DEBT SERVICE REQUIREMENTS," and is not normalized, and, for Pro Forma 2007, reflects the issuance of the Series 
2008 Bonds in the amount of $150,000,000. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 



Financial Highlights 

For the twelve months ended December 31, 2007, the System posted operating income of $63.1 million 
(reflecting an operating margin of 3.4%) which was slightly lower than 2006 operating income of $69.1 million 
(reflecting an operating margin of 3.9%). Operating results in 2006 were strengthened by increased Illinois 
Medicaid payments which included $3.8 million of prior year payments. The System benefited from revenue 
growth of 4.7% while managing expense increases, especially labor and employee benefits, on a similar level. The 
System's revenue over expenses for 2007 was $114.2 million, which was slightly higher than 2006 revenue over 
expenses of $107.2 million. Total unrestricted cash and investments balances increased in 2007 by approximately 
$72.9 million to 203 days cash on hand. 

For the three months ending March 31, 2008 compared to the corresponding period in 2007, operating 
income declined compared to prior year. Revenue growth of 5.3% occurred despite patient admissions very similar 
to the same period in 2007. Interest expense for the System for the three months ended March 31, 2008 was $5.8 
million, representing a 33% increase over interest expense ($4.4 million) for the same period ended March 31, 2007. 
This increase is directly attributable to the impact of the sub-prime mortgage crisis on the credit rating status of the 
bond insurers for the outstanding Series 2005 Bonds as described in this Official Statement under the caption 
"PLAN OF FINANCE ~ Refinancing" and in the audited consolidated financial statements, Footnote 6 under the 
caption "Subsequent Events," included in Appendix B. It is expected that interest rates will return to a level 
consistent with the credit status of the 2008 Bond Insurer and the System following the issuance of the Series 2008 
Bonds and the completion of the proposed plan of finance, but the volatility of current credit markets and the 
continued impact of the subprime mortgage crisis in the United States make it difficult to predict the level of interest 
rates going forward on the System's outstanding variable rate bonds, including the Series 2008 Bonds. Included in 
non-operating income for the period ended March 31, 2008 are realized gains of $30.0 million due to an investment 
manager change and resulting portfolio liquidation. 

The operating results for the three months ended March 31, 2008 trailed budget expectations by 
approximately $2.7 million on operating income and $8.2 million on revenue over expenses. Cash and investments 
have significantly declined since December 31, 2007 due to a decline in the IHS investment portfolio consistent with 
declines in U.S. and international equity markets. 

System-wide Strategies 

IHS seeks to participate and lead health care services development and policy formation in Iowa and 
western Illinois. A clear vision of community service and set of System-wide strategies drive the activities and 
focus of System management. 

The IHS vision of community service includes establishing a reputation for the best clinical outcomes, 
managing to the lowest cost for those outcomes, improving both cost and outcome by advancing best practices and 
reducing variation. IHS also prioritizes meeting unfunded health related needs of the communities served. 

The core strategy of IHS includes integrating care providers with enabling technologies, partnering to 
improve care quality, reducing costs and driving scale economies to strengthen the System. The System is currently 
developing a fiber optic communications network intended to enable hospitals, including hospitals outside the 
System, to communicate clinical patient data and research related information. 

Capital Requirements and Liquidity 

The System spent approximately $151 million on additions to property, plant and equipment during the 
fiscal year ended December 31, 2007. Both the routine and strategic capital budgets are approved by IHS' Board 
and by the applicable Senior Affiliate board. Management currently expects the combined routine and strategic 
budgets for the three years ended December 31, 2010 to aggregate approximately $400 million. A portion of such 
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amount will be funded from the proceeds of the Series 2008 Bonds. Management expects the balance of such 
amount to be funded with cash flow from operations. 

Interest Rate Agreements 

IHS has used, and will consider using in the future, hedging instruments ("Swaps") with the primary 
objective of reducing debt-related costs and to reduce the impact of changes in interest rates on variable rate long- 
term debt. The following table summarizes current outstanding Swaps. 



(As of 3/31/08) Interest Rate Swap Agreements 









Current 








Trade 


Call 


Final 


Notional 


Borrower 


Borrower 


Accounting 


Date 


Date 


Maturity 


Amount 


Pays 


Receives 


Treatment 


2000 


2010 


2030 


$ 82,560,000 


SIFMA 


5.40% 


Non-hedge 


2004 


N/A 


2009 


$ 23,000,000 


3.00% 


SIFMA 


Non-hedge 


2004 


N/A 


2010 


$ 32,304,000 


3.15% 


SIFMA 


Non-hedge 


2005 


N/A 


2009 


$ 23,000,000 


3.08% 


SIFMA 


Cash-Flow Hedge 


2006 


N/A 


2023 


$ 21,350,000 


3.51% 


6 1.9% of LIBOR +.31% 


Hedged 


2006 (,) 


N/A 


2023 


$ 21,350,000 


3.51% 


61.9% of LIBOR +.31% 


Hedged 


2006 


N/A 


2010 


$ 49,536,000 


3.56% 


61.9% of LIBOR +.31% 


Non-hedge 


2005 


N/A 


2035 


$ 204,375,000 


3.268% 


62.4% of LIBOR +.29% 


Cash-Flow Hedge 


2005 


N/A 


2035 


$ 204,375,000 


3.268% 


62.4% of LIBOR + .29% 


Cash-Flow Hedge 


2006 (2) 


N/A 


2037 


$ 150,000,000 


3.75% 


61.9% of LIBOR + .31% 


Hedged 



(1) Effective 2/9/09 

(2) Effective 1/1/09 



See Note 7 to the consolidated audited financial statements included in Appendix B for a further discussion 
of the hedging transactions entered into by IHS prior to execution of the Series 2008 Swap Agreements. Also see 
"INTRODUCTORY STATEMENT - Security and Source of Payment for the Series 2008 Bonds - Obligations" in 
the forepart of this Official Statement. As identified above, certain of the Swaps do not qualify for hedge accounting 
treatment in accordance with generally accepted accounting principles. Therefore, pursuant to generally accepted 
accounting principles, the change in fair market value of such Swaps was reported in interest expense in fiscal year 
2007 and as part of the change in unrealized gains and losses on investments in 2006. IHS cannot estimate the 
maximum exposure of these Swaps; however, a significant change in the fair market value of a Swap could 
materially affect the overall financial results in any particular period. 

IHS has entered into the Series 2008 Swap Agreements effective December 31, 2008, with respect to the 
Series 2008 Bonds. See "PLAN OF FINANCE - Swap Agreements" in the forepart of this Official Statement. 

For a discussion of certain of the risks associated with interest rate agreements, see "BONDHOLDER'S 
RISKS - Interest Rate Swap Risk" in the forepart of this Official Statement. 

Pension Plan 

Four of the Senior Affiliates provide a non-contributory defined benefit pension plan ("Plans") for 
substantially all of their eligible employees. The Plans provide for normal retirement benefits either through 
monthly retirement income, lump-sum payments, or a combination thereof. The Plans were amended on lanuary 1, 
1995 and the benefit formula was revised to a cash benefit formula for all new employees going forward. The 
existing employees were grandfathered for their retirement benefit equal to the greater of their benefits under the old 
benefit formula or the new benefit formula. 

The Plans have been funded based on the annual actuarial reports. For the year ended December 31, 2007, 
$6.7 million was funded into the Plans. At December 31, 2007, the fair market value of Plan assets was equal to the 
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benefit obligation. Pension expense was $1.9 million for the year ending December 31, 2007 and is approximately 
0.5% of salaries at the four Senior Affiliates with these Plans. 

The Plan is more fully described in Note 9 to the consolidated audited financial statements, included in 
Appendix B. 

INVESTMENT POLICY 

IHS operates the Capital Pool Investment Program (the "Program") to manage, on a centralized basis, 
certain excess operating funds of the System. The Investment Committee of IHS oversees the Program and 
establishes investment policies and guidelines that address asset allocation, diversification requirements, credit 
rating requirements and prohibited transactions and securities. The Investment Committee meets quarterly to 
monitor compliance. 

The Program is managed by professional investment managers, subject to the performance standards and 
asset allocation guidelines established in the Program. Under these guidelines, funds are invested primarily in U.S. 
government obligations, corporate bonds, asset backed securities, hedge fund of funds and domestic and 
international stocks. At December 31, 2007, $833.0 million of System- wide assets were invested through the 
Program, allocated as follows: 3.8% cash and cash equivalents, 1.2% U.S. government obligations, 7.1% U.S. 
treasury obligations, 23.2% corporate debt securities, 8.0% asset backed securities, 9.0% hedge fund of funds, and 
47.7% in equities. 
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LICENSE AGREEMENT BETWEEN CENTRAL IOWA HEALTH SYSTEM 



AND NEWLINK GENETICS CORPORATION 

THIS LICENSE AGREEMENT (the "Agreement"), by and between CENTRAL IOWA 
HEALTH SYSTEM, a not-for-profit corporation, organized and existing under the laws of the state 
of Iowa ("CIHS"), and NEWLINK GENETICS CORPORATION, a Delaware corporation, 
having a principal place of business at 2901 S. Loop Drive, Ames, Iowa, 5001 0 ("NEWLINK") is 
effective as of the 2 nd day of August, 2001(the "Effective Date"). CIHS and NEWLINK are 
sometimes referred to herein individually as a "Party" and collectively as the "Parties." 

RECITALS 

WHEREAS, CIHS owns one hundred percent (100%) interest in the Human Gene Therapy 
Research mstitute located in Des Moines, Iowa ("HGTRI"); 

WHEREAS, CIHS owns the Inventions, Licensed Patents and Licensed Technology (as 
hereinafter defined); and 

WHEREAS, CIHS has the right to grant, and NEWLINK desires to acquire, licenses to 
make use and sell certain products utilizing the Licensed Patents and Licensed Technology, and to 
grant sublicenses upon the terms and conditions hereinafter set forth; 

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein 
contained, the Parties agree as follows: 

1. DEFINITIONS 

1.0 "Active Component" shall mean an ingredient in a Combination Product, which is 
biologically active and can be used for either therapeutic or preventative purposes, but does not 
include diluents, vehicles, adjuvants, or any other ingredients which does not have any, or which has 
only incidental, therapeutic or preventative properties when present alone. 

1.1 "Affiliate" shall mean an entity which controls, is controlled by, or is under common 
control with, a party. For this purpose, "control" means the possession of the power to direct or 
cause the direction of the management and the policies of an entity, whether through ownership 
directly or indirectly of fifty percent (50%) or more of the stock entitled to vote, or where control of 
fifty percent (50%) or more of such rights is not permitted in the country where such entity exists, 
the maximum permitted in such country. 

1.2 "Commercially Reasonable Efforts" shall mean the application of efforts and 
resources consistent with industry standards for a product of similar market and profit potential. 
Commercially Reasonable Efforts requires that a Party promptly assign responsibility for such 
matter to specific employee(s) who are held accountable for the progress of such project. 
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1.3 "Control" shall mean the ability to grant a license, sublicense, or access as provided 
for herein without violating the terms of any agreement or other arrangement with any Third Party. 

1.4 "Invention" shall mean any invention covered by one or more Valid Claims within 
the Licensed Patents. 

1.5 "Field of Use" shall mean the diagnosis, prevention, treatment and mitigation of 
diseases and conditions in humans, animals, and plants. 

1.6 "Licensed Patents" shall mean (a) the patents and patent applications listed in 
Exhibit A, and (b) all provisionals, divisionals, substitutions, and continuations of the patents and 
patent applications in Section 1.6(a), as well as any claim in a continuation-in-part patent or 
application that would be entitled to claim priority to the filing date of one or more of the patents or 
patent applications in Section 1.6(a), and (c) the patent applications from which the patents listed on 
Exhibit A issued, excluding those claims within such patent applications that do not cover the 
inventions claimed in the patents and patent applications listed in Exhibit A, and (d) all reissues, re- 
examinations, and extensions of any of the preceding patents or of patents issuing on the preceding 
patent applications, and all foreign counterparts thereof. 

1.7 "Licensed Produces)" shall mean any product useful in the Field of Use, (a) the 
manufacture, use or sale of which is covered in whole or in part by one or more Valid Claims within 
the Licensed Patents or (b) that incorporates any Licensed Technology. 

1.8 "Licensed Technology" shall mean all proprietary information, know-how, 
biological, chemical or physical materials, procedures, methods, prototypes, designs, technical data, 
reports, and pre-clinical data owned or Controlled by HGTRI before and as of the Effective Date that 
are necessary for NEWLINK to exercise and practice all Valid Claims of the Licensed Patents 
pursuant to this Agreement, as designated by mutual agreement of the Parties and listed or attached 
in written format in Exhibit B, after the earlier of (a) NEWLINK' s completion of its review of the 
records and documents at HGTRI relating to such Licensed Technology or (b) six (6) months after 
the Effective Date. It is understood that NEWLINK's review of such records and documents at 
HGTRI shall be during such times and subject to such restrictions (including, but not limited to, 
confidentiality obligations) as the Parties mutually agree. "Licensed Technology" does not include 
Licensed Patents. 

1.9 "Net Sales" shall mean the total amount (in United States dollars) invoiced for sales 
of the Licensed Product, by NEWLINK, its Affiliates, or Sublicensees to unrelated Third Parties in 
bona fide arm's length transactions, less the following deductions, in each case related specifically to 
the Licensed Product in question and actually allowed and taken and not otherwise recovered by or 
reimbursed to NEWLINK, its Affiliates, or Sublicensees: (a) trade, cash and quantity discounts; 

(b) taxes on sales (such as sales or use taxes) to the extent added to the sales price and set forth 
separately as such in the total amount invoiced; (c) freight, insurance and other transportation 
charges to the extent added to the sales price and set forth separately as such in the total amount 
invoiced; and (d) amounts repaid or credited by reason of rejections, defects or returns or because of 
the retroactive price reductions, chargebacks, or rebates under any government programs. 
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1.10 "Phase I", "Phase II" and "Phase HI" shall mean Phase I, Phase II and Phase HI 
clinical trials, respectively, in each case as prescribed by the U.S. Food and Drug Administration or a 
corresponding foreign entity. 

1.11 "Regulatory Approval" shall mean (a) in the United States, approval by the FDA of 
an NDA or equivalent application (such as a BLA or PMA) and satisfaction of any related applicable 
FDA registration and notification requirements (if any); and (b) in any country other than the United 
States, approval by regulatory authorities having jurisdiction over such country of a single 
application or set of applications comparable to an NDA and satisfaction of any related applicable 
regulatory and notification requirements, if any, together with any other approval necessary to make 
and sell Products commercially in such country. 

1.12 "Sublicensee" shall mean any Third Party (a) to whom NEWLINK or its Affiliates 
has granted a license or sublicense under the Licensed Patents to develop, make, have made, import, 
use, sell, offer for sale, or otherwise exploit a Licensed Product in the Field of Use wilhin the 
Territory; or (b) to whom NEWLINK or its Affiliates has granted a right to distribute a Licensed 
Product in the Field of Use in the Territory pursuant to an agreement between NEWLINK and such 
Third Party; provided that such Third Party has the responsibility for marketing and/or promoting the 
Licensed Products within the territory in which such distribution rights axe granted. For the 
avoidance of doubt, wholesalers and retailers who do not take such marketing and/or promotion 
responsibility shall not be Sublicensees. 

1.13 "Term" shall have the meaning set forth in Section 8.0. 

1.14 "Territory" shall mean worldwide. 

1.15 "Third Party(ies)" shall mean any entity other than CIHS, HGTRI or NEWLINK. 

1.16 "Valid Claim" shall mean either (a) a claim of an issued and unexpired patent 
included within the Licensed Patents which has not been held invalid or unenforceable by a decision 
of a court or other governmental agency of competent jurisdiction, unappealable or unappealed 
within the time allowed for appeal; or (b) a claim of a pending patent application included within the 
Licensed Patents, which claim has not been abandoned or finally disallowed without the possibility 
of appeal or refiling of such application. Notwithstanding the foregoing, if a claim of a pending 
patent application has not issued as a claim of an issued patent within seven (7) years from the date 
from which such claim takes priority, such pending claim shall not be a Valid Claim for purposes of 
the Agreement, unless and until the patent is issued mcluding such claim. 

2. GRANT 

2.0 License Grant. Subject to the reservation of rights set forth in Section 2.1 below, 
CIHS hereby grants to NEWLINK, upon the terms and conditions herein specified, an exclusive 
royalty-bearing license, including the right to grant sublicenses, under the Licensed Patents and 
Licensed Technology to develop, make, have made, use, sell, offer for sale, and import Licensed 
Products in the Territory and in the Field of Use only. 
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2.1 Reservation of Rights. The grant in Section 2.0 shall be subject to and non- 
exclusive with respect to: 

(a) The right of CIHS to practice the inventions claimed in the Licensed Patents 
and to use the Licensed Technology for its own non-commercial bona fide research. 

(b) The right of CIHS to license nonexclusively other academic or research 
institutions to practice the inventions claimed in the Licensed Patents and to use the Licensed 
Technology for non-commercial research purposes. 

(c) The right of CIHS to publish any information included in the Licensed 
Technology and Licensed Patents provided that NEWLINK shall have the right to review such 
information prior to publication. CIHS shall provide NEWLINK with a copy of the proposed 
publication at least thirty (30) days prior to submission of such proposed publication to the publisher. 
NEWLINK will provide comments, if any, within thirty (30) days of receipt of such proposed 
publication. If NEWLINK determines that such proposed publication contains Confidential 
Information of NEWLINK, then NEWLINK may notify CIHS in writing, prior to the expiration of 
the thirty (30) day period, specifying the information that NEWLINK considers its Confidential 
Information, and may request that such Confidential Information be deleted from the proposed 
publication. If NEWLINK determines that the proposed publication contains subject matter for 
which intellectual property protection should be sought, then NEWLINK may so notify CIHS in 
writing prior to the expiration of the thirty (30) day period and CIHS shall then delay publication of 
such information for up to a maximum of sixty (60) days from receipt of such notice solely to enable 
NEWLINK to file Patent Applications or seek other forms of intellectual property protection as 
deemed necessary by NEWLINK 

2.2 Government Rights. This Agreement is subject to all terms and conditions of Tide 
35 United States Code Sections 200 through 204, including, without limitation, an obligation that 
Licensed Products sold or produced in the United States be "manufactured substantially in the 
United States," and NEWLINK agrees to take all reasonable action necessary on its part as licensee 
to enable CIHS to satisfy its obligation thereunder, relating to the Licensed Technology and the 
inventions claimed in the Licensed Patents. 

2.3 Due Diligence. 

(a) NEWLINK agrees to use Commercially Reasonable Efforts to ( 1 ) develop and 
commercialize one or more Licensed Products, (2) obtain, at a minimum, the Regulatory Approvals • 
necessary for NEWLINK (or its Affiliates, and its Sublicensees) to launch and market a Licensed 
Product in substantially all of the Major Markets (selection of the particular Major Markets to be at 
NEWLINK's sole discretion) in which sales of Licensed Products are projected to provide a 
reasonable economic benefit to NEWLINK, its Affiliates and Sublicensees, and (3) following receipt 
of the necessary Regulatory Approvals, to launch and market the Licensed Products in the foregoing 
countries during the Term of this Agreement. As used herein, "Major Market" shall include but is 
not limited to, one or more of the following countries: United States, United Kingdom, France, 
Germany, Italy, Spain, Japan and Australia. 
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(i) As part of its Commercially Reasonable Efforts, NEWLINK shall 
deliver to CIHS, within ninety (90) days of the Effective Date, a business plan detailing the projects 
to be initiated, the amount of money, number and kind of personnel and time budgeted and planned 
for the initial eighteen (18) months of development of the Licensed Products (the "Development 
Plan"). Every half year thereafter, on or before January 1 and June 1 of each calendar year, 
NEWLINK shall provide CIHS with an updated Development Plan showing the plan for the 
eighteen (18) month period commencing upon such half yearly date. 

(ii) Within thirty (30) days after January 1 of each year, NEWLINK shall 
make a written annual progress report ("Progress Report") to CIHS covering the preceding calendar 
year ending December 3 1 and detailing the progress of NEWLINK toward commercial use of the 
Licensed Products. Such report shall- include, at a minimum, information sufficient to enable CIHS 
to satisfy reporting requirements of the U.S. Government and for CIHS to ascertain progress by 
NEWLINK toward meeting the diligence requirements of this Section 2.3. 

(iii) The sole purpose of the Development Plan and Progress Reports shall 
be for informational purposes and to enable the Parties to discuss in good faith NEWLINK' s 
compliance with its obligation to use Commercially Reasonable Efforts as set forth in this 
Section 2.3. The reporting obligations of NEWLINK under Sections 2.3(a)(i) and 2.3(a)(ii) shall 
expire upon the commencement of NEWLINK's reporting obligations under Section 2.3(b). 

(b) Commencing ninety (90) days after commercial launch of a Licensed Product 
in a country and within sixty (60) days after December 3 1 of each calendar year thereafter, 
NEWLINK shall provide written annual reports to CIHS which shall include but not be limited to: 
reports of progress on research and development, Regulatory Approvals received for Licensed 
Products, manufacturing, sublicensing, marketing and sales activities by NEWLINK, its Affiliates or 
Sublicensees during the preceding twelve (12) months, as well as, plans of such activities for the 
coming year. NEWLINK shall also deliver to CIHS a copy of its annual report to stockholders, 
promptly following the availability of such report. 

(c) Without limiting the foregoing, NEWLINK shall have the specific obligation 
to achieve the following diligence milestones: 

(i) Within two (2) years after the Effective Date, either (a) NEWLINK 
will have expended one million dollars (U.S. $1,000,000) for research and development related to 
the Inventions; or (b) NEWLINK will have raised three million seven hundred and fifty thousand 
dollars (U.S. $3,750,000) in equity capital; 

(ii) Within five (5) years after the Effective Date, either (a) NEWLINK or 
its Sublicensee will have developed a Licensed Product through Phase I clinical trials; or 

(b) NEWLINK will have expended three million dollars (U.S. $3,000,000) for research and 
development related to the Inventions; or (c) NEWLINK will have raised an aggregate often million 
dollars ($10,000,000) in equity capital, including the equity capital amount set forth in subsection (i) 
above; 
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(iii) Within seven (7) years after the Effective Date, either (a) NEWLINK 
or its Sublicensee will have commenced Phase II clinical trials on a Licensed Product; or 
(b) NEWLINK will have expended six million dollars (U.S. $6,000,000) for research and 
development related to the Invention; or (c) NEWLINK will have raised an aggregate of twenty 
million dollars (U.S. $20,000,000) in equity capital, including the equity capital amounts of 
subsections (i) and (ii) above; 

(d) In addition, NEWLINK shall use Commercially Reasonable Efforts to 
negotiate appropriate sponsored research programs with researchers at CIHS in connection with the 
development of Licensed Products or other product opportunities in the Field of Use, as funds 
become available to NEWLINK for basic research.. Funds provided by NEWLINK for such 
sponsored research programs may be used to satisfy the diligence milestones set forth in 

Section 2.3(c). 

(e) NEWLINK shall use Commercially Reasonable Efforts to grant sublicenses 
for the development and commercialization of Licensed Products within the Field of Use that are not 
otherwise being diligently developed or commercialized by NEWLINK, its Affiliates or 
Sublicensees; provided however, that in no event shall NEWLINK be obligated to grant to any 
Third Party a sublicense if such Third Party is a competitor in the field of gene therapy of 
NEWLINK or sells products competitive with those developed or commercialized by NEWLINK in 
the field of gene therapy, or if the grant of such sublicense would reasonably have an adverse effect 
on NEWLINK' s, its Affiliate's or Sublicensee's development or commercialization of Licensed 
Products in the field of gene therapy. CMS recognizes that NEWLINK will initially focus its 
development efforts on a few products of strategic importance, and agrees that NEWLINK' s 
Commercially Reasonable Efforts hereunder will be evaluated in view of NEWLINK's available 
resources and financing stage. 

2.4 Failure to Meet Due Diligence Requirements. 

(a) In the event that NEWLINK fails to meet the diligence milestones of 
Section 2.3(c)(i), the Parties shall in good faith review for a period of thirty (30) days whether 
NEWLINK has materially satisfied its diligence obligations under this Agreement If CIHS, in good 
faith, reasonably concludes that NEWLINK has failed in this respect, it shall so notify NEWLINK in 
writing and NEWLINK shall then have six (6) months to cure such failure. In the event that 
NEWLINK fails to meet the diligence milestones of Sections 2.3(c)(ii) or 2.3(c)(iii), the Parties shall 
in good faith review for a period of thirty (30) days whether NEWLINK has materially satisfied such 
diligence obligation under this Agreement. If CIHS, in good faith, concludes that NEWLINK has 
failed in this respect, it shall so notify NEWLINK in writing and NEWLINK shall then have three 
(3) months to cure such failure. In each case, if NEWLINK fails to cure its failure to meet the 
appropriate milestone within the applicable cure period, CIHS shall have the right, at its option, to 
either terminate, or convert to non-exclusive, the license granted under Section 2.0 of this 
Agreement. 

(b) In addition to Section 2.4(a), if CIHS determines in its reasonable good faith 
judgement that NEWLINK has failed to (i) use Commercially Reasonable Efforts to develop or 
commercialize the Licensed Products in a particular field within the Field of Use, and/or (ii) use 
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Commercially Reasonable Efforts to grant sublicenses for the development and commercialization 
of Licensed Products within the Field of Use that are not otherwise being diligently developed or 
commercialized by NEWLINK, its Affiliates or Sublicensees, pursuant to Section 2.3(e), then CIHS 
shall so notify NEWLINK in writing, and following such notice, the Parties shall in good faith 
review for a period of thirty (30) days whether NEWLINK has materially satisfied such diligence 
obligations. If CIHS, in good faith, reasonably concludes that NEWLINK has failed in this respect, 
it shall so notify NEWLINK in writing and NEWLINK shall then have six (6) months to cure such 
failure. If NEWLINK fails to cure such failure within the applicable cure period, CIHS shall have 
the right, at its option, to either terminate, or convert to non-exclusive, the license granted under 
Section 2.0 of this Agreement with respect to such particular field. 

2.5 Sublicenses. 

(a) General The license granted to NEWLINK under Section 2. 0 of this 
Agreement shall include the right to grant sublicenses. Any sublicenses granted by NEWLINK 
under this Agreement shall be subordinate to the terms and conditions of this Agreement. 
NEWLINK shall promptly notify CIHS of the identity and address of each Sublicensee with whom it 
concludes a sublicense agreement and agrees to provide to CIHS a redacted copy of each such 
sublicense agreement sufficient in scope to ensure compliance with the terms of this Agreement. 

(b) Assignment of Sublicenses. Upon request by a Sublicensee, and at CIHS's 
discretion, a sublicense granted by NEWLINK under the Licensed Patents and Licensed Technology 
shall remain in effect and be assigned to CIHS in the event this Agreement terminates, but only to 
the extent such sublicense is consistent with the terms of this Agreement and is not in breach thereof. 

3. ROYALTIES AND MILESTONES 

3.0 License Issue Fee. In partial consideration of the licenses granted under Section 2.0, 
NEWLINK shall enter into a stock purchase agreement with the Stoddard Cancer Research Institute 
(a d.b.a. of CIHS) in the form attached hereto as Exhibit C (the "Stock Purchase Agreement") 
concurrently with the execution of this Agreement, which Stock Purchase Agreement shall be 
consistent with the terms set forth in subsections (a) and (b), as follows: 

(a) NEWLINK shall issue, at no charge to the Stoddard Cancer Research 
Institute, two hundred thousand (200,000) shares of NEWLINK' s common stock (the "Shares"); and 

(b) In addition, the Stock Purchase Agreement shall provide that CIHS shall have 
the following rights with respect to such Shares: 

(i) The right to transfer the Shares; 

(ii) Voting rights; 

(iii) The right to purchase additional shares of stock of NEWLINK on the 
same terms and conditions as those offered to NEWLINK' s potential investors in such financing 
round, to maintain CIHS' or its designee's pro-rata ownership in NEWLINK; and 
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(iv) Piggy back registration rights beginning no later than six months 
following an initial public offering of NEWLINK stock. 

3.1 Patent Fees and Expenses. Additionally, NEWLINK shall reimburse CIHS for any 
out-of-pocket patent fees and expenses incurred by CIHS for filing, prosecuting and maintaining the 
Licensed Patents after January 1, 2000, subject to the following: (a) if NEWLINK fails or elects not 
to pay any such patent fees or expenses with respect to a patent or patent application within thirty 
(30) days after an invoice therefor from CIHS, NEWLINK's rights and licenses granted to 
NEWLINK hereunder with respect to such patent or patent application shall immediately terminate 
and such patent application or patent shall no longer be included in Licensed Patents; and (b) if 
NEWLINK disputes its obligation to pay any out-of-pocket patent fees and expenses invoiced by 
CIHS pursuant to Section 3.1, then the Parties shall for thirty (30) days in good faith attempt to 
resolve the dispute, provided that NEWLINK shall not thereby be relieved of its obligations to make 
timely payment of any and all undisputed amounts when due to CIHS. 

3.2 Royalties. Subject to the terms and conditions of this Agreement, commencing on 
the Effective Date of this Agreement, NEWLINK shall pay CIHS royalties on Net Sales of Licensed 
Products by NEWLINK, its Affiliates and Sublicensees on a country-by-country and Licensed 
Product-by-Licensed Product basis as follows: 

(a) In countries where the manufacture, use, sale, offer for sale, or import of 
Licensed Products would, but for the grant of the license under the Agreement, infringe a Valid 
Claim of the Licensed Patents, NEWLINK shall pay to CIHS a royalty on Net Sales of Licensed 
Products in such countries at a rate equal to three percent (3%) of annual Net Sales of Licensed 
Products. In the event that the manufacture, sale or use of any Licensed Product is not covered by a 
Valid Claim within the Licensed Patents in a country, then NEWLINK shall pay to CIHS a royalty 
with respect to Net Sales in such country of such Licensed Products by NEWLINK, its Affiliates and 
Sublicensees at a rate equal to one and one-half percent (1.5%). 

(b) The royalty obligations of NEWLINK shall expire on a country-by-country 
and Licensed Product-by-Licensed Product basis upon the later of (i) the expiration of the last to 
expire Valid Claim within the Licensed Patents covering the Licensed Product in a country (such 
expiration to occur only after expiration of extensions of any nature to such patents which may be 
obtained under applicable statutes or regulations in the respective countries of the Territory, such as 
the Drug Price Competition and Patent Term Restoration Act of 1984 in the U.S.A., and similar 
patent extension laws in other countries), or (ii) until twelve (12) years following the first 
commercial sale of a Licensed Product in a country. Following expiration of the royalty obligations 
for each Licensed Product in each country, NEWLINK shall retain a fully-paid, nonexclusive license 
under the Licensed Technology to make, have made, use, sell, offer for sale, and import such 
Licensed Products in such country. 

(c) Combination Products. Sales of any products that contain one or more 
Licensed Products and one or more Active Component(s) that is not a Licensed Product 
("Combination Product") shall be deterniined as follows. Net Sales shall first be calculated in 
accordance with the definition of Net Sales set forth in Section 1.10, and then multiplied by the 
fraction, A/A + B, where A is the invoiced sales price charged for the Licensed Products included in 
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such Combination Product and B is the invoiced sales price charged for the other Active 
Component(s) included in the Combination Product. If there are no separate sales of such Active 
Component(s), Net Sales of the Combination Product shall first be determined in accordance with 
the definition of Net Sales set forth in Section 1.10, and then multiplied by a fraction, A/C, where A 
shall be the invoiced sales price of the Licensed Products included in such Combination Product and 
C shall be the invoiced sales price of the Combination Products. If neither the Licensed Product nor 
the other Active Components) included in such Combination Product are sold separately, then Net 
Sales of the Combination Product shall be first determined in accordance with the definition of Net 
Sales set forth in Section 1.10, as adjusted by a mechanism to be agreed upon by the Parties in good 
faith based upon the respective fair market values of such Licensed Product and such Active 
Component(s). The cost in each case shall be determined in accordance with generally accepted 
accounting principles of the United States. 

(d) Notwithstanding the foregoing, in no event shall the royalties owed to CIHS 
on a given Licensed Product under Section 3.2(a) be less than 1.5% of Net Sales (as defined in 
Section 1.10) in the case of Licensed Products covered by a Valid Claim, or less than 0.75% of Net 
Sales (as defined in Section 1.10) in the case of Licensed Products not covered by a Valid Claim. 

3.3 Minimum Royalties. Following the First Commercial Launch of Licensed Product, 
NEWLINK shall pay to CIHS a minimum annual royalty as follows: Prior to December 3 1 of the 
calendar year in which the first Licensed Product is Commercially Launched, NEWLINK shall pay 
to CIHS ten thousand dollars ($10,000) ("Initial Payment")- A second payment of ten thousand 
dollars ($10,000) shall be due on the first anniversary of the Initial Payment. Prior to each of the 
second and third anniversaries of the Initial Payment, NEWLINK shall pay CIHS fifteen thousand 
dollars ($15,000), and prior to the fourth and fifth anniversaries of the Initial Payment, NEWLINK 
shall pay CIHS twenty-five thousand dollars ($25,000). Any royalties resulting from Net Sales of 
Licensed Products in a given year may be credited against the minimum royalty due for that year. 
For purposes of this Section 3.3, "First Commercial Launch" or "Commercially Launched" shall 
mean, with respect to each Licensed Product in each country, the first bona fide commercial sale of a 
Licensed Product in a country by or under authority of NewLink, its Affiliates or Sublicensees, 
including without limitation, any offer for sale or sale made by NewLink, its Affiliates or 
Sublicensees to a Third Party pursuant to a written agreement. 

3.4 Sublicensing Fee. In addition to the amounts owed by NewLink to CIHS pursuant to 
Section 3.0, 3.1, 3.2, and 3.3 above, if NEWLINK grants a sublicense of its rights hereunder to a 
Third Party, NEWLINK agrees to pay to CIHS a sublicensing fee of twenty-five percent (25%) of 
any license fees, milestones, maintenance fees and other consideration (other than research' funding, 
equity, loans, patent costs or fee reimbursements, royalties on Licensed Products sold, and other 
refundable payments which are actually refunded within five (5) years of receipt) (collectively, the 
"Sublicensing Fee") received by NEWLINK from each Sublicensee in consideration for the grant of 
a sublicense of the Licensed Patents or development of a Licensed Product. 

3.5 Third Party Royalties. NEWLINK shall be responsible for all Third Party payments 
and/or licenses of Third Party technology necessary to practice the Licensed Patents and Licensed 
Technology to make, use or sell Licensed Products ("Necessary Rights"). In the event that 
NEWLINK pays royalties to Third Parties pursuant to a written agreement under which it obtains 
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Necessary Rights for a particular Licensed Product in a particular country(ies) (each a "Third Party 
Agreement"), NEWLINK may offset, on a Licensed Product-by-Licensed Product and country-by- 
country basis, up to fifty percent (50%) of the royalties due under such Third Party Agreements 
against royalties which are due CIHS hereunder for such Licensed Product in such country(ies), in 
each case, in such calendar year. Notwithstanding the foregoing, the royalty due to CIHS as set forth 
in Section 3.2 in each calendar quarter for any Licensed Product shall not be reduced to less than 
one-half of that (or, i.e., one and one-half percent (1.5%) of Net Sales for Licensed Products covered 
by a Valid Claim in such country, and three-quarters of one percent (0.75%) of Net Sales for 
Licensed Products not covered by a Valid Claim in such country). 

3.6 Schedule and Form of Payment/Taxes. 

(a) Following the first commercial sale of a Licensed Product, NEWLINK shall 
make quarterly written reports to CIHS within thirty (30) days after the end of each calendar quarter, 
stating in each such report the aggregate Net Sales of Products sold by NEWLINK, its Affiliates and 
Sublicensees during the calendar quarter. Simultaneously with the delivery of each such report, 
NEWLINK shall pay to CIHS the total royalties, if any, due to CIHS for the period of such report. If 
no royalties are due, NEWLINK shall so report. Neither Party shall provide to Third Parties any 
information contained in reports provided to such Party pursuant to this Section 3.6, except as 
required by a Party's agreements with its licensors. 

(b) All amounts payable to CIHS hereunder shall be payable in United States 
dollars. All amounts payable to CIHS hereunder shall be payable in United States dollars in Iowa, or 
at such other place as CIHS may reasonably designate, provided, however, that if the law of any 
foreign country prevents any payment payable to CIHS hereunder to be made in Iowa, or otherwise 
designated by CIHS or prevents any such payment to be made in United States dollars, CIHS agrees 
to accept such royalty in form and place as permitted, including deposits by NEWLINK in the 
applicable foreign currency in a local bank or banks in such country designated by NEWLINK. If 
any currency conversion is required in connection with any payments to CIHS hereunder, such 
conversion shall be made at the buying rate for the transfer of such other currency as quoted by 
CITICORP BANK (NEW YORK) on the last business day of the applicable accounting period, in 
the case of any payment payable with respect to a specified accounting period, or in the case of any 
other payment, the last business day prior to the date of such payment. All such payments shall be 
paid in United States dollars, originated from a United States bank located in the United States and 
made by bank wire transfer in immediately available funds to such account as the receiving party 
shall designate. 

(c) Where required to do so by applicable law or treaty, NEWLINK shall 
withhold taxes required to be paid to a taxing auttiority on account of such income to CIHS, and 
NEWLINK shall furnish CIHS with satisfactory evidence of such withholding and payment in order 
to permit CIHS to obtain a tax credit or other relief as may be available under the applicable law or 
treaty. 

(d) Any amounts payable to CIHS hereunder that are not paid on the date such 
payments are due under this Agreement shall accrue interest from the due date until paid, at a rate 
equal to one and one-half percent (1 .5%) per month (or the maximum allowed by law, if less). Said 
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interest and the payment and acceptance thereof shall not negate or waive the right of CfflS to seek 
any other remedy, legal or equitable, to which it may be entitled because of the delinquency of any 
payment 

3.7 Records. NEWLINK shall maintain complete and accurate records showing gross 
sales, deductions and other relevant information sufficient to enable accurate calculation of royalties 
on a country-by-country and Licensed Product-by-Licensed Product basis and other fees payable 
hereunder by NEWLINK to CIHS. NEWLINK shall, at CIHS's request and expense, provide 
certified statements from NEWLINK's auditors, concerning royalties and other fees due pursuant to 
this Agreement. Once a calendar year, CfflS shall have the right to select a certified public 
accountant to inspect, on reasonable notice and during regular business hours, the records of 
NEWLINK to verify NEWLINK's statements and royalty payments due pursuant to this Agreement. 
Inspections conducted under this Section 3.7 shall be at CIHS's expense, provided, if such an audit 
correctly uncovers a deficiency in payment of royalties payable by NEWLINK hereunder, 
NEWLINK shall immediately pay to CIHS such deficient amount, and if the amount of any such 
deficiency is greater than five percent (5%)of the total amount due during the audited period, 
NEWLINK shall bear the reasonable out of pocket expenses of such accounting firm to conduct such 
audit. Records shall be preserved by NEWLINK for five (5) years for inspection by CIHS. 

4. PROSECUTION AND MAINTENANCE OF LICENSED PATENTS 

4.0 Prosecution. CIHS shall, using patent counsel of its choice, have the initial right to 
control the preparing, filing, prosecuting and mamtaining patent applications and patents within the 
Licensed Patents. CIHS shall provide NEWLINK a reasonable opportunity to review and comment 
upon all such filings prior to their submission to patent authorities. If CIHS elects not to pursue any 
patent application or patent within the Licensed Patents, CIHS shall notify NEWLINK reasonably in 
advance of any filing deadline or material date and NEWLINK shall have the right, but not the 
obligation, to assume control of the preparation, filing, protection and maintenance of such patent or 
patent application, at its expense. 

4.1 Payment of Costs. NEWLINK shall pay all costs incurred in connection with 
preparing, riling, prosecuting and maintaining patent applications and patents within the Licensed 
Patents that accrue on or after January 1, 2000. hi the event that NEWLINK decides not to continue 
to pay costs related to a particular patent/patent application within the Licensed Patents in a 
particular country, NEWLINK shall timely notify CIHS in writing thereof, and concurrent with such 
notice, NEWLINK's rights under this Agreement to practice the inventions under such patent/patent 
application within the Licensed Patents in such country shall immediately tenninate. 

4.2 Patent Enforcement. 

(a) Each Party shall notify the other Party in writing of any alleged or threatened 
infringement of Licensed Patents of which it becomes aware and which may adversely impact the 
rights of the Parties hereunder. 

(b) NEWLINK shall have the first right, but not the obligation, to prosecute any 
infringement of the Licensed Patents or defend any declaratory judgment with respect to the 
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Licensed Patents. If NEWLINK elects to commence an action described above, CIHS may, to the 
extent permitted by law, elect to join as a party to the action. Any recovery obtained in such an 
action shall be used first to reimburse costs of NEWLINK, then CIHS, in prosecuting such action 
(including reasonable attorney's fees). Any remainder of the recovery shall be distributed as 
follows: ninety percent (90%) to NEWLINK and ten (10%) to CIHS. CIHS shall have the right, but 
not the obligation, to prosecute any such infringement of the Licensed Patents if NEWLINK does 
not elect to do so within one hundred eighty (180) days after the Parties become aware of allegedly 
infringing activities. Any recovery obtained in such an action brought by CIHS under the preceding 
sentence shall be used first to reimburse costs of CIHS, then NEWLINK, in prosecuting such action 
(including reasonable attorney's fees). Any remainder of the recovery shall be distributed as 
follows: seventy-five percent (75%) to NEWLINK and twenty-five (25%) to CIHS. 

4.3 Control of Third Party Enforcement Actions. During the term of this Agreement, 
either Party that brings an action to enforce the Licensed Patent shall prosecute such action, at its 
own expense, utilizing counsel of its choice, subject to reimbursement of costs pursuant to 
Section 4.2(b). No settlement, consent judgment or other voluntary final disposition of any such suit 
may be entered into without the written consent of the other Party, which consent shall not 
unreasonably be withheld. 

4.4 Cooperation. In any suit to enforce and/or defend the Licensed Patent pursuant to 
this Agreement, the Party not in control of such suit shall, at the request and expense of the 
controlling Parry, cooperate in all respects and, to the extent reasonably possible, have its employees 
testify when requested and make available relevant records, papers, information, samples, 
specimens, and the like. Any out-of-pocket costs incurred by the Party not in control of such suit 
shall be promptly reimbursed by the Party controlling such suit, subject to reimbursement pursuant 
to Section 4.2(b). 

4.5 Activities for Licensed Products Infringing Rights of Third Parries. Each Party 
shall prompdy notify the other if any legal proceedings are commenced or threatened against either 
Party alleging that the manufacture, use, sale or possession of the Licensed Product infringes a Third 
Party's patent or other intellectual property rights. In such event, the Parties shall meet to discuss 
the course of action to be taken with respect to an enforcement action with respect to such 
infringement or misappropriation. 

5. MARKINGS 

... 5.0 ■ Product Markings. NEWLMEC shall mark, all Licensed Products (or their containers 
or labels) made, sold, or otherwise disposed of by NEWLINK, its Affiliates or Sublicensees, under 
the license granted in this Agreement, in accordance with all applicable United States and foreign 
statutes pertarning to the marking of products with patent pending, patent number(s), copyrights, or 
other intellectual property notices and legends required to maintain the intellectual property rights 
licensed in this Agreement. 

6. CONFIDENTIALITY 
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6.0 Confidential Information. Except as expressly provided herein, the Parties agree 
that, for the term of this Agreement and for five (5) years thereafter, the receiving Party shall not 
publish or otherwise disclose and shall not use for any purpose any Confidential Information 
furnished to it by the other Party hereto pursuant to this Agreement. For purposes of this 
Agreement, "Confidential Information" shall mean all nonpublic technical and/or business 
information (whether patentable or copyrightable), including without limitation, inventions, 
unpublished and draft patent applications and any information contained therein, formulae, trade 
secrets, processes, laboratory notebooks, reports, technical data and technology, that is owned or 
possessed by the disclosing Party and furnished or otherwise made available to the receiving Party 
either (a) between January 1, 1999 and the Effective Date ("Pre-Agreement Period") or (b) after the 
Effective Date, provided that such information is either (i) disclosed in writing and marked 
"Confidential," or in a similar manner, to indicate its confidential nature, or (ii) if disclosed orally, is 
confirmed in writing as confidential within forty-five (45) days following such disclosure. 
Notwithstanding the foregoing, the Parties understand and agree that the marking and reduction to 
writing requirements of subsections (i) and (ii) above shall not apply to Confidential Information 
disclosed during the Pre-Agreement Period. 

6.1 Confidential Information Exclusions. Notwithstanding the provisions of 
Section 6.0, the obligation of confidentiality shall not apply to information that the receiving Party 
can demonstrate: 

(a) is now in the public domain or which becomes generally available to the 
public through no fault of the receiving Party; or 

(b) is already known to, or in the possession of, the receiving Party prior to 
disclosure by the disclosing party as can be demonstrated by documentary evidence; or 

(c) is disclosed on a non-confidential basis from a Third Party having the right to 
make such a disclosure; or 

(d) is independently developed by the receiving Party (without the use of any 
Confidential Information) as can be demonstrated by competent documentary evidence. 

6.2 Permitted Usage. Notwithstanding the provisions of Section 6.0 above, the 
receiving Party may use or disclose Confidential Information of the disclosing Party to the extent 
necessary to exercise the rights granted to it hereunder (provided it uses reasonable efforts to protect 
such information.cornmensurate ;with the efforts used to protect its own information) in prosecuting 
or defending litigation, complying with applicable governmental regulations and/or submitting 
information to tax or other governmental authorities; provided that if the receiving Party is required 
by law to make any public disclosures of Confidential Information of the disclosing Party, to the 
extent it may legally do so, it will give reasonable advance notice to the disclosing Party of such 
disclosure and will use its reasonable efforts to secure confidential treatment of Confidential 
Information prior to its disclosure (whether through protective orders or otherwise). 
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7. WARRANTIES AND INDEMNITIES 



7.0 Representations and Warranties. 

(a) NEWLINK hereby represents and warrants that (i) it has the authority and 
right to enter into and perform this Agreement, and has taken all necessary corporate or other action 
and obtained all necessary approvals to do so, and (ii) its execution, delivery and performance of this 
Agreement does not and will not conflict with any other agreement to which it is or becomes a party 
or by which it is or becomes bound. 

(b) CIHS hereby represents and warrants that to the best of its knowledge as of 
the Effective Date, all rights, interest, and title in and to the Invention has been properly assigned by 
all inventors thereof to HGTRL 

7.1 CIHS MAKES NO REPRESENTATIONS AND EXTENDS NO WARRANTIES 
OF ANY KIND EXPRESS OR IMPLIED. THERE ARE NO EXPRESS OR IMPLIED 
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, OR 
THAT USE OF A LICENSED PRODUCT OR A PRODUCT MADE USING A LICENSED 
PROCESS WILL NOT INFRINGE ANY PATENT, COPYRIGHT, TRADEMARK, OR OTHER 
RIGHTS OF THIRD PARTIES. 

7.2 Indemnities. 

(a) NEWLINK agrees to mdemnify, hold harmless and defend CIHS, HGTRI, 
and their respective trustees, officers, employees, students, and agents from and against all losses, 
liabilities, damages, costs and expenses (including without limitation, reasonable attorney's fees and 
other expenses of litigation) ("Liabilities") arising from any claims, demands, actions or other 
proceedings ("Claims") by any and all Third Parties for death, illness, personal injury, property 
damage, and improper business practices arising out of (i) the development, manufacture, use, sale, 
or. other disposition of Inventions) or Licensed Patent(s), under this Agreement and (ii) any breach 
of any representation, warranty or covenant of NEWLINK under this Agreement; provided however, 
that NEWLINK shall not be obligated to indemnify, hold harmless and defend CIHS, HGTRI, and 
their respective trustees, officers, employees, students, and agents from and against any Liabilities 
arising from any Claims arising out of the gross negligence or willful misconduct of CIHS, HGTRI, 
and their respective trustees, officers, employees, students, and agents. 

(b) NEITHERPARTY SHALL BE LIABLE TO THE OTHER FOR ANY . 
INDIRECT, SPECIAL OR CONSEQUENTIAL DAMAGES, WHATSOEVER, WHETHER 
GROUNDED IN TORT (INCLUDING NEGLIGENCE), STRICT LIABILITY, CONTRACT OR 
OTHERWISE. CIHS SHALL NOT HAVE ANY RESPONSIBILITIES OR LIABILITIES 
WHATSOEVER WITH RESPECT TO LICENSED PRODUCT(S). 

(c) NEWLINK shall at all times comply, through insurance or self-insurance, 
with all statutory workers' compensation and employers' liability requirements covering any and all 
employees with respect to activities performed under this Agreement. 
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7.3 Insurance. In addition to the foregoing, NEWLINK shall maintain during the terra 
of this Agreement, Comprehensive General Liability Insurance, including Products Liability 
Insurance, with reputable and financially secure insurance carrier(s) to cover the indemnity granted 
in Section 7.2. NEWLINK shall maintain an insurance policy that provides minimum limits of 
liability as follows: beginning on the Effective Date to the commencement of the first clinical trial 
of any Licensed Product, the minimum limit shall be two million dollars ($2,000,000); begirming on 
the commencement of the first clinical trial of any Licensed Product to the commencement of the 
first Phase III clinical trial of any Licensed Product, the minimum limit shall increase to ten million 
dollars ($10,000,000); and beginning on the first Phase III clinical trial of any Licensed Product to 
the termination or expiration of this Agreement, the minimum limit shall increase to twenty million 
dollars ($20,000,000). Such insurance shall include CIHS, HGTRI, and their respective trustees, 
officers, employees, students, and agents as additional insureds. Such insurance shall be written to 
cover claims incurred, discovered, manifested, or made during or after the expiration of this 
Agreement and should be placed with carriers with ratings of at least A- as rated by AM. Best 
Within fifteen (15) days of the Effective Date of this Agreement, NEWLINK shall furnish a 
Certificate of Insurance evidencing primary coverage and additional insured requirements and 
requiring thirty (30) days prior notice of cancellation or material change to CIHS. NEWLINK shall 
advise CIHS, in writing, that it maintains excess liability coverage (following form) over primary 
insurance for at least the rninimum limit set forth above. All such insurance of NEWLINK shall be 
primary coverage. 

8. TERM AND TERMINATION 

8.0 Term. Unless previously teirninated as herein provided, the term of this Agreement 
shall commence upon the Effective Date and expire on the date when NEWLINK has no further 
royalty obligations hereunder. 

8.1 Termination. 

(a) This Agreement may be terminated prior to its expiration under Section 8.0 
under the following circumstances: 

(i) If a Party commits material breach of this Agreement, the non- 
breaching Party at its option, may terminate this Agreement by giving the breaching Party written 
notice of its election to terminate as of a stated date, not less than forty-five (45) days from the date 
of the notice. Such notice shall state the nature of the defaults claimed by the non-breaching Party. 
The breaching Party may, during such forty-five (45) day periocL.or such longer period as may be '. 
specified in such notice, correct any default stated in such notice and if such default is corrected, this 
Agreement shall continue in full force and effect as if such notice had not been given. 

(ii) This Agreement may be terminated by NEWLINK, at will, at any time 
upon not less than sixty (60) days prior written notice to CIHS. 

(b) NEWLINK may terminate its license with respect to a specific patent or 
patent application within the Licensed Patents, at will, at any time upon not less than ninety (90) 
days prior written notice to CIHS. In such event, the specified patent application or patent shall no 
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longer be a Licensed Patent and NEWLINK shall retain an exclusive license to the remaining patents 
and patent applications within the Licensed Patents. 

8.2 Effect of Termination. 

(a) Accrued Obligations. Tennination of this Agreement for any reason shall 
not release either Party hereto from any liability which, at the time of such termination, has already 
accrued to the other Party or which is attributable to a period prior to such termination nor preclude 
either Party from pursuing any rights and remedies it may have hereunder or at law or in equity with 
respect to any breach of this Agreement. 

(b) Termination of Agreement In the event of any early termination of this 
Agreement, whether by CfflS pursuant to Section 2.4(a) due to NEWLINK's failure to meet one or 
more of its diligence obligations, or by CIHS pursuant to Section 8. l(a)(i) due to NEWLINK's 
material breach, or by NEWLINK pursuant to Section 8.1(a)(ii), in each case: 

(i) NEWLINK, its Affiliates and Sublicensees shall immediately cease all 
development and commercialization of Licensed Products, and all practice or use of the Licensed 
Patents and Licensed Technology; provided, however, that NEWLINK, its Affiliates, Sublicensees 
and distributors shall have the right to sell or otherwise distribute Licensed Products in their 
inventories or otherwise in their control as of such terrnination of this Agreement for a period not to 
exceed three (3) months from such termination. 

(ii) NEWLINK shall return, or destroy, at CIHS's option, all Confidential 
Information of CIHS, including any copies of any Licensed Technology. 

(c) Termination of a patent within the Licensed Patents. In the event of any early 
termination of NEWLINK's license to a particular patent and/or patent application within the 
Licensed Patents, whether by NEWLINK pursuant to Section 8 . 1 (b), or by CIHS pursuant to 
Section 4. 1 , in each case: 

(i) NEWLINK, its Affiliates and Sublicensees shall immediately cease all 
development and commercialization of Licensed Products relating to such patent or patent 
application, and all practice or use of such patent or patent application; provided, however, that 
NEWLINK, its Affiliates, Sublicensees and distributors shall have the right to sell or otherwise 
distribute Licensed Products relating to such patent or patent application that is in their inventories 
or otherwise in their .control as of such termination of this Agreement, for a period not to exceed three 
(3) months from such tennination. 

(ii) NEWLINK shall return, or destroy, at CIHS ' s option, all Confidential 
Information of CIHS, including any copies of any Licensed Technology relating to such patent or 
patent application, unless such Confidential Information or Licensed Technology also relates to 
patents or patent applications with respect to which NEWLINK still retains a license under this 
Agreement. 

(d) Termination of a field within the Field. In the event of any termination of 
NEWLINK's license to a particular field within the Field, by CIHS pursuant to Section 2.4(b): 
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(i) NEWLLNK, its Affiliates and Sublicensees shall immediately cease all 
development and commercialization of Licensed Products in such field, and all practice or use of 
Licensed Patents and Licensed Technology in such field; provided, however, that NEWLINK, its 
Affiliates, Sublicensees and distributors shall have the right to sell or otherwise distribute Licensed 
Products in such field that is in their inventories or otherwise in their control as of such termination 
of this Agreement for a period not to exceed three (3) months from such termination. 

(ii) NEWLINK shall return, or destroy, at CIHS's option, all Confidential 
Information of CIHS, including any copies of any Licensed Technology relating to field, unless such 
Confidential Information or Licensed Technology also relates to Licensed Patents, Licensed 
Technology or Licensed Products in a field with respect to which NEWLINK retains a license under 
this Agreement. 

8.3 Survival. Articles 1, 5, 6, and 9, and Sections 2.5(b), 3.2-3.7, 4.5, 7.1, 7.2, 8.2 and 
8.3 of this Agreement shall survive expiration or termination of this Agreement. 

9. MISCELLANEOUS 

9.0 Notices. All notices, requests and other communications hereunder shall be in 
writing and shall be personally delivered, sent by courier, sent by registered or certified mail, return 
receipt requested, postage prepaid, or sent via facsimile in each case to the respective address 
specified below, or such other address as may be specified in writing to the other Party hereto: 

CIHS : Central Iowa Health System 

1200 Pleasant Street 
Des Moines, Iowa 50309 
Attn: President 
Fax: 515-241-5994 

with copies to: Wilson Sonsini Goodrich & Rosati 

Professional Corporation 
650 Page Mill Road 
Palo Alto, California 94304-1050 
Attn: Kenneth A. Clark, Esq. 
Fax: (650)493-6811 

, ..... .... Iowa Health System 

1200 Pleasant Street 
Des Moines, Iowa 50309 
Attn: General Counsel 
Fax: 515-241-4656 

: NEWLINK: NEWLINK Genetics Corporation. 

2901 S. Loop Drive 
Ames, Iowa 50010 
Attn: Chairman 
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Fax: 515-296-5557 



with a copy to: Cooley Godward, LX.P. 

380 Interlocken Crescent 
Suite 900 

Broomfield, CO 80021-8023 
Attn: James C. Linfield, Esq. 
Fax: (650)493-6811 

Any such notice mailed by registered or certified mail or air express shall be deemed to have 
been given when mailed, as evidenced by the date on the receipt retained by the sender. Either Party 
may change the address to which notices to it are to be given by notice as provided herein 

9.1 Force Majeure. Neither Party to this Agreement shall be liable for delay or failure in 
the performance of any of its obligations hereunder if such delay or failure is due to causes beyond 
its reasonable control, including, without limitation, acts of God, fires, earthquakes, strikes and labor 
disputes, acts of war, civil unrest, or intervention of any governmental authority, provided that the 
affected Party shall use reasonable efforts to remedy any such delay or failure. 

9.2 Assignments. Except as provided in this Section 9.2, this Agreement may not be 
assigned by NEWLINK without the written prior consent of CIHS, which consent shall not be 
unreasonably withheld, provided that NEWLINK may assign this Agreement without CIHS' prior 
consent to an Affiliate or in connection with the sale or transfer of all or substantially all the assets of 
NEWLINK relating to the Agreement. CIHS may assign this Agreement at its discretion. 

9.3 Injunctive Relief. The Parties acknowledges that the terms hereunder are necessary 
and reasonable to protect the Parties, and expressly agree that monetary damages may not be a 
sufficient remedy for any breach of this Agreement, and therefore the breaching Party will not 
oppose the non-breaching Party's requests for injunctive relief as a remedy for any such breach. In 
addition, the Parties agrees that they shall be entitled to seek temporary and permanent injunctive 
relief against any threatened violation of the terms of this Agreement or the continuation of any such 
violation in any court of competent jurisdiction, without the necessity of proving actual damages or 
the posting of any bond. For avoidance of doubt, any such equitable remedies shall be cumulative 
and not exclusive and are in addition to any other remedies, which either Party may have under this 
Agreement or applicable law. 

9.4 Severability. In the event that any provisions of this Agreement are determined to be 
invalid or unenforceable by a court of competent jurisdiction, the remainder of the Agreement shall 
remain in full force and effect without said provision. In such event, the parties shall in good faith 
negotiate an amendment providing a substitute clause for any provision declared invalid or 
unenforceable, which shall most nearly approximate the intent of the Parties in entering this 
Agreement. 

9.5 Waivers and Modifications. The failure of any Party to insist on the performance of 
any obligation hereunder shall not act as a waiver of such obligation. No waiver, modification, 
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release, or amendment of any obligation under Uris Agreement shall be valid or effective unless in 
writing and signed by both Parties hereto. 

9.6 Successors in Interest. This Agreement shall inure to the benefit of and be binding 
on the Parties' permitted assigns, successors in interest, and subsidiaries. 

9.7 Independent Contractors. The Parties hereto agree that each is acting as an 
independent contractor and not as an agent of the other or as joint venturers. 

9.8 Choice of Law and Jurisdiction. This Agreement is subject to and shall be 
construed and enforced in accordance with the laws of the U.S.A. and the State of Iowa. 

9.9 Entire Agreement. This Agreement together with the Exhibits attached hereto, 
constitute the entire agreement between the Parties as to the subject matter hereof, and all prior 
negotiations, representations, agreements and understandings are merged into, extinguished by and 
completely expressed by this Agreement. 

9.10 Headings. The captions to the several Sections and Articles hereof are not a part of 
this Agreement, but are included merely for convenience of reference only and shall not affect its 
meaning or interpretation. 

9.11 Counterparts. This Agreement may be executed in two counterparts, each of which 
shall be deemed an original and which together shall constitute one instrument. 

IN WITNESS WHEREOF, the Parties have duly executed this Agreement effective as of the 
Effective Date. 



NEWLINK GENETICS CORPORATION CENTRAL IOWA HEALTH SYSTEM 





Title: Chairman 



Title: President 
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